


ICH. 


IBRARS 


LAW L 
UNIV. OF M 


— —, 





PROBLEMS OF SMALL BUSINESS UNDER 
THE CONTROLLED MATERIALS PLAN 


HEARINGS 


BEFORE 


SUBCOMMITTEE NO, 3 OF THE 


SELECT COMMITTEE ON SMALL BUSINESS 
HOUSE OF REPRESENTATIVES 
KIGHTY-SECOND CONGRESS 


SECOND SESSION 


* 
? PURSUANT TO 


x H. Res. 33 
ot : 
aon 4, RESOLUTION CREATING A SELECT COMMITTEE 
a “TO CONDUCT A STUDY AND INVESTIGATION 
—_ OF THE PROBLEMS OF SMALL BUSINESS 
= ; Ae 
‘ 
A PART 4 
MARCH 5, 11, 12, 13, AND 20, 1952 
Printed for the use of the Select Committee on Small Business 
o> 
cA 
UNITED STATES 
GOVERNMENT PRINTING OFFICE 
18 


WASHINGTON : 1952 





SELECT COMMITTEE ON SMALL BUSINESS 


WRIGHT PATMAN, Texas, Chairman 

CHARLES A. HALLECK, Indiane 
WILLIAM 8. HILL, Colorado 

R. WALTER RIEHLMAN, New York 
HORACE SEELY-BROWN, Jr., Connecticut 
THOMAS B. CURTIS, Missouri 


MIKE MANSFIELD, Montana 
JOE L. EVINS, Tennessee 
CLARENCE G. BURTON, Virginia 
ABRAHAM J. MULTER, New York 
CLINTON D. McKINNON, California 
Vicror P, Datmas, Executive Director 
Artuur F. Lucas, Economist 
Ernest L. Stocrton, Consultant 
DUNCAN CLARK, Research Analyst 
JEREMIAH T. RILey, Assistant Counsel 
Jzan C. Curtis, Clerk 


SUBCOMMITTEE No. 3 


CLARENCE G BURTON, Virginia, Chairman 
R. WALTER RIEHLMAN, New York 


JOE L. EVINS, Tennessee 
HORACE SEELY-BROWN, Jzr., Connecticut 


CLINTON D. McKINNON, California 


Il 








CONTENTS 





Statements or testimony by 
Defense Production Administration: 
Fleischmann, Manly, Administrator 
Truppner, W. C., Assistant Administrator for Production and 
Distribution Controls 
Steiner, George A., Director, Requirements Committee Staff, 
Office of Program and Requirements 
Steiner, George A 
King, James F., Deputy Administrator, Office of Resources 
Expansion 
Woodside, Byron D., Assistant Deputy Administrator, Office of 
Resources Expansion 
Anderson, Samuel W., Deputy Administrator for Aluminum 
National Production Authority: 
Fowler, Henry H., Administrator 
Truppner, W. C., Assistant Administrator for Pro luction Con- 
trols 
Mayne, Alvin, Deputy Assistant Administrator for Office of Pro 
duction Analysis 
Kelly, James L., Assistant Administrator for Small Business 
Aluminum and Magnesium Division: 
Lynch, Timothy A., Director 
Feldman, Justin, Counsel 
Copper Division: 
Andrews, Paul B., Deputy director 
Miller, Joseph F., Counsel 
Iron and Steel Division: 
Johnson, Herbert, Director 
MeCue, Frank T., Assistant to the Director 
Compliance Division: Peckham, John, Director 
Defense Materials Procurement Agency: 
Young, Howard I., Deputy Administrator 
Greene, Albert H., General Counsel 
Small Defense Plants Administration: 
Allen, Roger E., Acting Director, Office of Materials 
Ducy, Clement A., Director, Materials Division 
Office of Price Stabilization: Morgan, Edward P., Director of En 
forcement 
Allied Farm Equipment Manufacturers Association: Wendell | 
Butler, President 
Appendix: 
Exhibit 1. Form NPAF-148. Data Sheet on Request for Assistance 
in Placing Authorized Controlled Material Orders 
Exhibit 2. Recommendations and Principal Findings of Steel Task 
Group. ODM Release, January 23, 1952 
Exhibit 3. Letter and Advertisement. Warehouse Steel 
Exhibit 4. Build-Up in Steel. Inventory of Capacities, Present and 
Pending. Steel Magazine, March 3, 1952 
Exhibit 5. M—5, amended. Januarv 23, 1952 Aluminum 
Exhibit 6. NPA Copper Division, Organization Chart 
Exhibit 7. Industry Advisory Committees Presided Over by the 
Copper Division 
Exhibit 8. M—16. as amended December 17, 1951 Distribution of 
Copper Raw Materials. M-—16, Directive 1, November 19, 1951 
Exhibit 9. M-—82, as amended February 14, 1952 Distribution of 
Brass Mill Products to Distributors 


Itt 


780 
793 
TO5 
807 
815 


S16 





CONTENTS 


( 
\ 
‘ 
4 ry 
| 
( j 
( 
t = { 
i > , 
m | 
’ ~ ‘ : 
1 for ( 


e DPA Org: 





PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


WEDNESDAY, MARCH 5, 1952 


House oF REPRESENTATIVES, 
SURCOMMITTE! No » OF THI 
SELI Commitree To Conpucr A Srupy AND 


Is STIGATION OF THE PROBLEMS OF SMALL BUSINESS 


Building W: shins on 1) i. Hon Clarence (;. 
Burton, cha lan, presidin 

Present: Representatives Burton (presiding), Joe L. Evins. R. Walter 
Riehblman Horace Seely Prown ar and Thomas B Curtis 

\lso prese! Victor P. Dalmas, executive director; Arthur F. Lucas, 
| Dunean Clark of the committee staff. 
\ir. Burton. Gentlemen, we will call the meeting to order 

Duru tl ime sine thre Controlled Mater ls Plan went into 


effect on July 151, Subcommittee No. 3 of the House Sma!! Business 
Committee h en close and contiauous scrutiny to the plas lex 

ns her Nn oO Problems of Small Busines der the Cont: ylled 
Materials P vere held last fall, and hye bocomm or ssued a 
preliminary port on this subject on September 27, 1951 

Many char in ¢ \IP procedures have been made Sines t] pre- 
liminary report s issued, and it Is apparent that thes ipplv situation 
also has altered to a considerable extent Kor this reason, the sub- 
committee has scheduled hearings this week and next to obtain infor- 
mation on tl ( rrent status oj] the Controlled Materials Plan. with 
particular ererence LO the Hv | bility of materials ror smal] irms 


ia 
Witnesses from the Defense Production Administration, the Nationl 
Produ Lio! Lutho ity the Defense Mat ials Procure nent Aven \ 


and the Small Defense P 


Plants (\dministration have bee! ealled to 
testify regarding current CMP operations, the status of the programs 


for expanding he production of controlled materials, and the current 


supply situation to controlled materials 


In recent weeks. the subcommittee has noted a erent deal of dis- 
CLUSSIO Gi rent and indust ircles regarding the possibility 
OL removil 1 { axing controls ove ‘tain controlled materials, 
(s a result o Lesé hearings, we hope LO obtain mnfiormation regarding 
Lhe poss byailit 0 decontrol methods of decontrolling with the least 
possible disruption to business, and the effect of decontrols upon small 


Most oO} thr VW nesses called for the curren series of heat nos have 
Lest fied previousi petore the subcommittee Wi have ! ceived 
excellent cooperation from them in the past, and I am sure we will 


continue to do 0 
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Our first witnesses this moraing are Mr. Herbert Johnson, Director 
of the Iron and Steel Division, National Production Authority, and 
Mr. Frank T. MeCue, special assistant to Mr. Johnson. They will 
be followed by Mr. Roger E. Allen, Acting Director, Office of Mate- 
rials, Smail Defense Plants Administration. 

First we have Mr. Herbert Johnson. 

Mr. Jounson. Yes, sir, Mr. Chairman. I have a statement, Mr. 
Chairman, if you wish that I read the statement 

Mr. Burron. I think that would be well. 


STATEMENT OF HERBERT JOHNSON, DIRECTOR, IRON AND STEEL 
DIVISION, NATIONAL PRODUCTION AUTHORITY 


\Ir. JOHNSON. My name is Herbert Johnson. l am Director of the 
Iron and Steel Division of NPA. I am appearing before this sub- 
committee of the Select Committee on Small Business in response to 
a request dated February 25, from your chairman, Mr. Clarence G. 
Burton. I shall attempt, in this statement, to answer the specific 
questions which were posed in his letter. 

(ue stion No. 1. What is the current steel-supply situation? 

Currently, steel supply is generally in approximate balance with 
controlled demand. I understand that the estimated requirements 
for steel submitted by the various claimant agencies to the Defense 
Production Administration still exceed the available supply by a 
substantial amount. This approximate balance with controlled 
demand is a result of three factors. In the first place, the Controlled 
Materials Plan is, of course, designed to achieve a balance through 
controlling the demand factor. Consequently the present balance is 
an indication that the Controlled Materials Plan is functioning 
Secondly, the rapidly expanding steel-producing capacity of this 
country is a powerful influence in achieving a balance. During 1951, 
the steel industry shipped 6,700,000 tons of finished steel products in 
excess of the shipments of 1950, which were in themselves an all-time 
record Finally, the efforts of the Production Directive Committee 
of the Lron and Steel Division, in arranging steel production to meet 
the anticipated product requirements insofar as possible, has already 
demonstrated its success. The Production Directive technique has 
been fully employed only since September of 1951. However, there 
are still some items in short supply, such as heavy plates, hot- and 
cold-rolled bars, wide-flange structural steel, galvanized sheet 
and certain alloying materials, particularly nickel. Nevertheless, 
is interesting to note, for example, that for the vear 1951, production 
of plates—a critical item—increased 2,233,500 tons, as compared with 
1950. Shipments of other tight items also increased to a more conside! 
able extent than the average increase, due in large part to the efforts 
exerted in cooperation with steel producers. Production of hot-rolled 
bars—another critical item—in the second quarter of 1952 will be 


at an annual rate of approximately 3 million tons in excess of t! 


Tala 


highest production rate in our history 
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Question No. 2. As you know, all third-quarter CMP orders were 
canceled on October 7 in an attempt to make CMP operations current. 
u hy have carry-overs de velo pe d since that time? What ste ps are 
being taken to eliminate such carry-overs? Have they had an adverse 
effect upon small business? 

In the production of iron and steel products, it is customary to 
operate with some carry-over because of the necessity of keeping the 
furnaces in constant operation and, in the case of integrated mills, of 
keeping the operations of the mills synchronized with those of the 
furnances. It is, therefore, normal at the end of any period of time 
to have a certain amount of carry-over. 

The third quarter of 1951 was the transition period from a priority 
system toaCMP system. Due to this fact, an abnormally large carry- 
over developed. Accordingly, direction 7 to CMP Regulation No. 1 
was issued in an attempt to cure this situation. This direction re- 
quired charging of purchase orders not shipped on or prior to October 7, 
1951, against a purchaser’s fourth-quarter allotment. This reduced 
the abnormally large carry-over to reasonable proportions and, in the 
opinion of the Lron and Steel Division, it is not currently so large as to 
require the taking of any further steps. For most products, the 
carry-over would be regarded by the industry as a normal carry-over. 
It is our belief that small business is not adversely affected by a normal 
carry-over. 

(Question No. 3. Has the lron and Steel Division been able to render 
e fhe ctive assistance to small husine SSE8 un placing ( ‘UP tickets? 

Mr. Frank T. McCue, Assistant to the Director, [ron and Steel 
Division, who is in charge of our special assistance program, is present- 
ing a statement and will testify today in connection with this question. 


(Question Vo +. What was the basis for the decision to re tain direction 
3 to NPA Orde r M ] by incorporating it in the orde r? What 
effect has the direction had upon small firms? Do you believe 
the Go ernment has retained sufficue nt control over the distribut 07 
of steel 

[It is the opinion of the Ironeand Steel Division that the principle 
of permitting customers and producers to seek each other out, in 
accordance with normal relationships, is an extremely desirable con- 

cept. This, of course, was the basis of direction 3 to Order M-1. 

When the order was recently revised, this principle was retained. The 

benefits of preserving normal relationships accrue both to large and 

small firms, whether they are producers or consumers. Many small 
steel users had found that their purchases were seriously dislocated by 
the inability of their producer to serve them when his facilities had 
been preempted by other orders on a first-come-first-served basis. 

This resulted in needless and wasteful cross-hauling of steel products. 

It also interfered with efficient operation in that a given mill was in a 

position to anticipate the needs of its historical customers, whereas it 

was unable to do so for completely strange customers, and in some 
instances raids were being made on individual mills to the detriment 
of defense or defense-supporting purchase orders. We believe that 
the present form of the direction, permitting producers to negotiate 
with their customers but requiring mandatory acceptance on a first- 
come-first-served basis in the last 15 days prior to expiration of lead 
time, is a real safeguard to the interest of small as well as !arge firms. 
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The Government retains complete control over the distribution of 
steel. In the first place, allotments for various programs are made 
by the DPA Requirements Committee. Since steel cannot be pur- 
chased at the mill level without a CMP authorization, the Government, 
in fact, dictates who is permitted to buy, and conversely to what 
classes of purchasers the producer is permitted to sell. The privilege 
of the buver and producer to make their own arrangements exists 
only within these limits. Further, the Government retains the right 
to sue directives requiring steel producers to fill specific stee] orders. 
as instructed 
Cur stio7 No ) What é rpansion of steel mak ing facilitie S has occurred 

during the past year? What expansion is anticipated during the 
current year? Will the €L pais ii goals he rede hed on schedule ? 

The ingot capacity of the steel industry during 1951 increased from 
104,230,000 tons on January 1, 1951, to 108,587,670 tons on January 
1, 1952 It is anticipated that the bulk of the steel industry expansion 
program will reach substantial completion during 1952. Assuming 
that present revised schedules can be maintained, capacity as of 
January |, 1953, should be approximately 118 million annual ingot 
tons. This means that the capacity of 118 milion tons should be 
reached approximately 6 months ahead of earlier estimates. 

Ouestion No. 6 Do you helieve that any steel products can be decontrolled 
at the present time? 

The subject of decontrol is being very carefully reviewed both 
within the NPA and also by a task group of industry representatives 
set up in conjunction with the Steel Products Industry Advisory 
Committee. As yet, neither of these has reached a firm conclusion, 
since there are so many factors which must be taken into considera- 
tion. Non-nickel-bearing stainless steel has already been removed 
from the category of controlled materials and can be purchased with- 
out an authorized controlled material order. The lron and Steel 
Division has recommended that so-called secondary steel mill products 
be decontrolled. We understand that this recommendation has been 
approved and that the action will bespromptly taken. This class of 
material is made up of items which have been rejected as unsuitable 
for application against prime orders. The volume involved is small 
and the market tends to disappear when the user must surrender 
tickets. This is true because the use of secondary materials usually 
involves extra scrap loss in the salvage operation. Consequently, 
the prospective purchaser will attempt to buy prime material in 
order to avoid this attrition in the tickets which he has. Steps are 
therefore presently under way to decontrol most secondary steel mill 
products 

Mr Burton. Thank you, Mr. Johnson. Before we proceed with 
questions, it might be well to have Mr. McCue make his statement. 
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STATEMENT OF FRANK T. McCUE, ASSISTANT TO THE DIRECTOR, 
IRON AND STEEL DIVISION, NATIONAL PRODUCTION AU- 
THORITY 


Mr. McCur. Mvy name is Frank T. McCue I am Assistant to 
the Director of the Lron and Steel Division of the National Production 
Authority. I am pleased to appear before this committee at the 
invitation of Chairman Burton. 

And I submit the following: 

2 Official actio? taken by NPA to help small business 

Since the last me ting with this committee, additional steps have 
been taken by the National Production Authority to assist small 
business in the United States. One of the most important, | believe, 
is the action taken effective January 1, 1952, under our Warehouse 
Order M-—6A, which requires all steel producers to ship, product by 
product, to the thousands of qualified warehouses here and in Can- 
ada, a minimum of 100 percen 
to January 1, of the base perio 
recall, is the tirst nine months of 1950. This distribution control, 
we feel, has been highly effective and has resulted in a steady supply 


of steel to small consumers in reasonable quantities and at normal 


.. as compared with 85 percent prior 
I 


tonnage. The base period, you will 


warehouse prices The Order has also served as a deterrent to so- 
called black or gra market sales because it tends to keep sales to 
small business in normal commercial channels. 

It might be ot interest to the committee to know what tonnaves 
have been shipped to the steel warehouses during 1950 and 1951. 
The data is given below 


These figures show an increase in 1951 of somewhat more than a 
million tons, indicating a substantial participation by the small con- 
suming groups in the expanded production of the basic steel industry. 

Another st« p taken to hi Ip small users of steel is the authorization, 
effective in the second quarter of 1952, which permits self-certifica- 
tion by them of their regular quarterly requirements of carbon steel 
in amounts up to 30 tons as compared to 5 tons previously—direction 


I 
1 to CMP Regulation No. 1 
In such case the applicant IS required to make no formal request. 


y ~ 


Se Data on steel nroduction in the ly ted States [GAG DZ 


In the earlier hearings of this committee members expressed a 
desire to have factual data on steel products shipments as distin- 
guished from ingot-—over the most recent 5-vear period. Submitted 


below are up-to-date figures for the vears mentioned: 


. 

i i s 
1947 63. 0) 1950 72. 2 
1948 65.9) 1951 78.9 
1944 8. 1/1952 (estimated 84.3 


[ might interject, Mr. Chairman, that the reason the 1949 figure 
seems to be out of line with the immediate vears previously is because 
there was a considerable loss by reason of a shut-down during the 
late fall of that year 
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All of the above figures with the exception of 1952 are American 
Iron and Steel Institute reporting. The 1952 estimate of shipments 
is made by the Lron and Steel Division of NPA. 

To reach the 1951 production the industry was required to operate 
at 100.9 percent of its rated capacity—the highest annual operating 
rate ever achieved, and it compares with a 1950 operating rate of 
96.9 percent. 

By comparison with the vear 1944, the largest steel production year 
of the war, 1951 reflects an increase of about 16 million tons of products 


shipped, an expansion of about 25 percent in 7 vears. 


3. The position of the United States in relation to world steel production 
Estimated world production in 1951 was approximately 228 million 
net tons of ingots. Ingot steel is the raw material before conversion 
into the various shapes and forms. Of this total, the United States 
produced slightly more than 105 million tons, about 46 percent. 

That means that we in the United States, our steel industry, 
produced 46 percent of the steel produced in the entire world. 

Western Europe, including Great Britain, together with Canadian 
production, totaled about 28.5 percent. 

Thus, the United States, Western Europe, and Canadian production 
represented about 75 percent of the world’s total. 

Soviet-area production is estimated at 19.3 percent. The remaining 
tonnage is scattered. 

Aid to small business in placing CMP tickets 

The Iron and Steel Division established a formal procedure in early 
December at the recommendation of Mr. Fleischmann to provide 
special assistance wherever possible to all holders, large and small, 
of CMP tickets who were experiencing difficulty in placing their 
orders. NPA Form 148 (exhibit 1 in the appendix) was prepared for 
this purpose. This form requests certain important information from 
the applicant in order to enable our product experts to fully understand 
the problem and to take appropriate steps in relation thereto. The 
form was given wide publicity and copies sent to all NPA field offices 
for their use in helping applicants who go to those offices direetly for 
help. The procedure provides a relatively simple means, and without 
recourse to any intermediate groups, for applicants to obtain assistance 
from the Iron and Steel Division. This form is likewise used in the 
Aluminum and Copper Divisions. 

As of February 18, the Lron and Steel Division had received requests 
for assistance in placing first-quarter orders for a total tonnage of steel 
which represented less than 1 percent of the entire total of planned 
first-quarter steel production. This demonstrated to us that the 
CMP system had begun to function effectively. Nonetheless, we do 
face some difficulty with respect to orders for bars, galvanized sheets, 
certain types of structural shapes, and the heavy plate sections which 
are required in machine tools, pressure vessels, ship construction, 
pipelines, and in other uses, as referred to by Mr. Johnson in his 
statement 

We believe that, during the second quarter, improvement in these 
areas should occur resulting from increased steel availability because 
of expansion of facilities, the use of our production directive technique, 
and easing of the zine supply. 


; 
4. 
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Galvanized steel sheets have been in short supply for some months, 
not because of inability of producers to supply steel sheets but because 
of a shortage of zinc. The zinc supply situation, however, has im- 
improved recently and increased quantities are now going to the steel 
producers. This will enable them to substantially increase their pro- 
duction in the second quarter. Where holders of CMP tickets were 
not able to place their orders, however, for galvanized sheets, provision 
was made for them to receive supplies of uncoated material with a 
view to their use as a substitute wherever practicable. 

Mr. Chairman, I shall be very happy to answer to the best of my 
ability any questions that members of the committee may wish to ask. 

Mr. Burton. Thank you, Mr. McCue. 

Before proceeding with the questions, may I say that we find the 
witnesses who were scheduled for tomorrow can come this afternoon. 
The legislative program of importance planned for this week has been 
disposed of; so, | would judge we would have no difficulty in getting 
the Speaker to permit us to hold sessions this afternoon. 

May I ask the members of the committee whether it is all right with 
them to proceed this afternoon, providing we have such permission? 

Mr. Evins. It is perfectly all right with me, Mr. Chairman. 

Mr. Burron. Mr. Dalmas, we will go right ahead with that then. 

Mr. Daumas. At 2 o’clock, Mr. Chairman? 

Mr. Burton. Two o'clock, I should say, would be well. 

Mr. Dautmas. Mr. Chairman, I would like to insert in the record 
the release issued by the Office of Defense Mobilization on January 23 
regarding the report of a Steel Task Group on the adequacy of present 
and planned capacity of the steel industry to meet military require- 
ments and the supply available for all other uses (exhibit 2 in the ap- 
pendix). 

Mr. Burton. That information should be useful to the committee. 
We will be glad to have you do so. 

Mr. Seely-Brown has an engagement. We will therefore give him 
first opportunity to ask questions. 

Mr. Seety-Brown. Thank you, Mr. Chairman. I might say that 
my engagement is to meet with a group of small manufacturers who 
are coming down from New England to attend a meeting in the 
Capitol with the New England delegation in Congress to discuss the 
problems of small-business men in the New England area, and that 
is why I am going to leave this hearing. 

Mr. Burton. Do they still have problems? 

Mr. Serety-Brown. I believe so. 

Mr. McCue, the question I want to ask vou, sir, is, do you feel that 
the suppliers of electrical power, either private or public, have been 
allocated sufficient steel, aluminum, and copper to meet the scheduled 
demands of both the military and the nondefense effort? 

I have had some information to the effect that we may be facing a 
power shortage, in fact, if we are going to try to meet the schedule 
which we have laid out, and I am wondering if they are being given 
the material to meet their end of the program. ‘To me it is the most 
important part of the program, or at least it is one of the most im- 
portant parts of it 

Mr. McCue. Sir, I do not believe I am qualified to answer that 
question, for the reason that 1 have no information on the proposed 
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requirements submitted by the claimant agencies to DPA, the De- 
fense Production Administration. 

I should suggest that question be referred to them. We have no in- 
formation on that at all. The requirements, as you know, are 
analyzed and acted upon the Defense Production Administration 
Requirements Committee 

Mr. Srety-Brown. I was always under the impression that they 
had a top priority; and, therefore, I ask you if their requirements have 
been met to the best of vour knowledge. 

Mr. McCue. I believe Mr. Johnson might add something to it, 
but I am not familiar with the requirements, or familiar with the 
detail of the percent of those req lirements that have been extended 
to them in the form of allotments of controlled materials 

Mr. Jounson. I might say, Mr. Seely-Brown, that, msofar as the 
defense electric power expansion program has received allotments for 
steel, we believe that they have been taken care of. 

Now, the question of whether the allotments have been adequate m 
view of their requirements is one which, as Mr. MeCue says, would 
have to be directed to the Defense Production Administration Re- 
quirements Committee. I understand that Mr. Trigg and Mr. 
Steiner, and perhaps other members of the DPA Requirements 
Committee Staff, will be testifying, and I believe, if you would, 
that question should be directed to them 

Mr. Srety-Brown. I shall direct it tothem. Thank you 

That is all, Mr. Chairman 

Mr. Burron. Mr. Evins, have you questions you would like to ask? 

Mr. Evins. I have one or two questions, Mr. Chairman 

Mr. McCue, your statement is very optimistic as far as increased 
mill production of steel is concerned for the futur 

Nir MeCv1 Yes. sir 

Mr. Evins. That is very encouraging, and I am sure the committee 
is glad to receive that report But I want to ask vou what percentage 
of steel now 3 bemg supplied for school building construction and 
industry construction in our smaller communities 

Now I have had a number of requests from superintendents of 
schools and others who want to acquire ste ‘| for these school-construc- 
tion projects, especially in defense areas 

Mr. McCue. Yes, sir. 

Mr. Evins. They have been encountering some difficulty in securing 
steel Now, what percentage is going for that purpose at this time? 

Mr. McCur. Again, Mr. Evins, I am sorry to say I shall have to 
refer you to DPA. We in the Lron and Steel Division do not make 
decisions as to the amounts of steel that go to particular claimant 
agencies. That information is available, and witnesses from there will 
be before your committee and will be able to present you factual 
evidence as to the quantities of steel that hav e been allocated for all 
forms of construction. 

Mr. Evins. Your particular branch is just concerned with the statis- 
tical ficure sas lo the amount of production regardless ol whi re it coes? 

fr. McCur. It is interested in maximizing the production of steel 
and seeing to it that the movement of steel is in the direction estab- 
lished under the policy of the DPA. 

Mr. Evins. Now, 2 months ago we were told that steel was not 


available for these purposes, and within 3 weeks a press release was 
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issued to the effect that the situation was now so favorable that steel 
was going to be made available for school purposes. 

Mr. McCue. I believe there was an increased allotment made to 
schools for additiona! construction in the first quarter of 1952. I be- 
lieve that additional tonnages were allotted for the second quarter of 
1952. But I am sure your question was directed so that I could give 
you exact information as to the situation. Is that not correct, Mr. 
Evins? 

Mr. Evins. Yes 

Mr. McCue. | am not prepared to do that. 

Mr. Evins. A press release was issued, which was an encouraging 
thing, to the effect that schools are going to be able to secure this 
needed steel. You cannot give us the answer, though? 

Mr. McCue. That would not have been issued by the Iron and 
Steel Division. NPA or DPA would issue it 

Mr. Evins. Can you tell us how much steel is being shipped to 
England, VW estern Hurope, or elsewhere today ? 

Mr. MecCur Yes: 1 certainly can give you that information That 
is something we can answe!l 

Iw rild li! e to Ove it a jar as the vea 1951 Is concerne I, | 
be.ieve Do vou think that would be acceptable to you? 

Mr. Evins. As current information as you have. 

Mr. Mei E. Yes In the veal 1951 total controlled steel, mean- 
ing CMP items, to the entire world, the total of exports, was 3,135,000 
tons 

Mer EVINs. You mean irom the United States? 

Mr. McCur From the United States 

Mr. Evins. 3% million tons? 

Mr. MecCur 3.135.000 tons 

Mr. Evins. That is total exports in 1951? 

Mr. McCue. That is correct 

Mr. Evins. How does that compare with 1950? 

Mr. McCue. As compared with 1950, that is an increase of ap- 
proximately 400,000 tons 

Mr. Evins. And you do not have any figures later than 1951? 

Mr. McCue. The figures for the first quarter of 1952 would be on 
about the same basis. Those are screened requirements that come 
to us through the foreign-service agencies within Government and 
through the deft nse-securitv agven 1es and others. 

Mr. Burvon. Give me that figure again. 

Mr. McCue. 3,135,000, for the calendar year of 1951. 

[ think it might be interesting to know that it is a very small 
percentage of the steel production of the United States and, in fact, is 
considerably smalle: than we exported over the period, Say, from 
1946 to 1949. 

Mr. Evins. The question is, Mr. McCue, are these exports building 
up, increasing, to our own disallowance and disadvantage in our 
own country? 

Mr. McCue. No, sir; they are not. As a matter of fact, I think 
to make a proper analysis of the exports it might also be desirable to 
give you a record of the imports of steel into the United States, which, 
in effect, completely offset our exports. 
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Our total imports of all types of steel products, both controlled and 
uncontrolled, is 3.5 million. That is how much we imported into 
the United States. 

Mr. Evins. I want to say that I am a believer in the reciprocal 
trade program, as far as that is concerned, and I think that is well 
and good, but | was wondering if we were not going so far we might 
be injuring small business of the country when it was not necessary 
to do it. 

Mr. McCur. Of course, Mr. Evins, the policy of foreign trade is 
clearly one of reciprocal relationships. From the countries that much 
of this steel we produce here goes, we in turn get major benefits in 
the form of raw materials which we need here to operate our diversified 
industries, and with particular reference to iron and steel. 

Mr. Curtis. May I ask a question? 

Mr. Evins. Yes; I am through. 

Mr. Curtis. I want to ask a question on that point, if I might, 
Mr. Chairman. 

On this importing of steel, how much of that, if vou know, is United 
States steel that actually has been exported and has been reimported? 

Mr. McCvur. [ would say, Mr. Curtis, it would be an extremely 
small percentage. 

Mr. Curtis. We were running into that difficulty when this com- 
mittee was investigating the black-market or grav-market steel 
finding some of it that was actually United States steel was shipped 
abroad and then brought back in. Particularly was that being done 
up in Canada. 

I was wondering if a lot of that 3.5 million tons was such steel 

Mr. McCur. No. According to the customs records, Mr. Curtis, 
it shows clearly where the tonnage comes from, and the type of steel 
that is shipped, and it largely has been coming from Western Germany, 
from Belgium and Luxemburg, from France, from Britain, and to 
some extent from the smaller producing countries over there. 

Mr. Curtis. Those figures then would not reflect whatever tonnage 
might be United States steel that is just being shipped around? 

Mr. McCue. It would not necessarily reflect it. Such a thing as 
you refer to is possible, and I have no doubt in some limited cases it 
was done, but import tonnage comes as a result of direct negotiation 
by American consumers or their agents with the representatives of 
Western European mills. 

Mr. Curtis. This committee—and I might state with some basis 
of reason—was very much concerned with that, particularly up in 
Canada where it was being done. That is the reason I raised the point 

Mr. McCue. I would like to point out again the fact that the rela- 
tionship between Canadian and United States steel production, both 
import and export, is quite different from that which exists with re- 
spect to Western Europe. For example, we have no foreign restric- 
tions with respect to Canada. It is generally an open-trading 
proposition. 

Mr. Curtis. So, these figures of export and import would not re- 
flect that? 

Mr. McCue. They do reflect what goes across the border as far 
as our commercial transactions are concerned, and for the purpose 
of this report we include Canada as a foreign country. But the 
actual commercial practice is to cultivate the exchange between 
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Canada and the United States and develop the easiest manner of 
accomplishing it. Now today Canada is a very important customer 
of the United States mills. They take an average of 1,200,000 to 
1,400,000 tons of our steel. 

I likewise wish to point out for your information, Mr. Curtis, 
that there are very many large manufacturing plants of United 
States origin that are making various steel products and so on in 
Canada that take a percentage of steel production. On occasion some 
of that might be sent back across the border to the plants in the 
United States for consumption, and I would not consider that really 
as being something out of line. 

Mr. Burton. Mr. McCue? 

Mr. McCue. Yes, sir. 

Mr. Burton. ‘There are indications that the steel situation has 
been very much relieved. When, in your opinion, will supply balance 
with demand so that small business, commercial business, nondefense 
industries, may be expected to be reasonably well cared for? 

Mr. McCue. Well, Mr. Chairman, Mr. Johnson in his statement 
mentions that at the present time it is his judgment that we are 
in approximate balance now. However, there are shortages in 
certain areas which will probably persist for some months to come. 

If you would ask me simply to give you my own personal view 
on it, | should be glad to do so 

Mr. Burton. Your personal view should be very valuable be- 
cause you have available statistics. 

Mr. McCue. Yes, sir 

Well, | would Say that we have some Y months to vo vet before the 
situation to which vou refer would be accomplished 

Mr. Burton. There are indications that warehouse stocks are 
building rapidly and that many items are in ample supply at this 
time. 

Mr. McCue. Yes, sir, I think that is right. 

Mr. Rresuman. Will the chairman yield at that point? 

Mr. Burton. | will yield, sir. 

Mr. Rrexutman. I wonder if Mr. McCue might be familiar with 
the statement I either read in the paper or heard over the air this 
morning that Mr. Wilson had made, which said that supplies of 
raw materials and critical materials were at such a point that there 
should be no need for further cut-backs for civilian use at this time. 

Mr. McCve. Well, I am not familiar with that statement. I have 
not heard it yet. 1 do not know if you are, Mr. Johnson. 

Mr. Jounson. No. 

Mr. Rrexitman. | am sure it either came out on the wire this 
morning or was in the paper. 

What would be your opinion in that respect? 

Mr. McCue. Well, of course, the question you pose is tied in inex- 
tricably with the subject of relaxation or decontrol. That subject is 
one that is occupying the time of the best thinkers in DPA and NPA. 

Mr. Rresuman. | do not know if it is tied in completely with decon- 
trol. His statement was that we are not going to cut back any farther 
than we have on civilian needs in respect to these critical materials. 

Mr. McCue. I believe Mr. Fleischmann in his statement indicated 
the second quarter represents the most stringent quarter for consumer 
goods, automobiles, and so on, for this period. 
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I would certainly suppose—to try to give you an unprejudiced 
answer to that question, it is my very best judgment we will not be 
free, there will not be complete freedom of steel supplies for another 
9 months at least 

Mr. Burron. Do you think there will be at the end of 9 months? 

Mr. McCvus. I would think there would be a good possibility of 
relative freedom from controls in, say, 9 or 10 months. 

Mr. Risatman. Approximately 1953 in other words? 

Mr. Burron. | see some shaking of heads, so when you finish we 
will give others an opportunity. 

Mr. McCur. Fine. 

Mr. Burron. Probably we should develop this subject while on it 

Mr. Risatman. Could I ask one more question? 

Mr. Burron. Go right ahead. 

Mr. Rireaiman. It is vour question, but I want to get back to the 
export and import question. 

Mr. Burron. Go ahead with the export-import, and we will come 
back to my question later. 

Mr. Rieutman. | want to clear this up in case Mr. McCue leaves, 
because he may have some information 

The greatest need in this steel program in our Nation has been 
structural steel; is that not true? 

Mr. McCue. That is right. 

Mr. Rieuuman. One of our bottlenecks and greatest shortages? 

Mr. MecCur. That ts right 

Mr. Rreataman. Could vou give us any idea of what portion or 

of the 3,135,000 tons that has been exported has been 
structural stee 

Mr. MeCur. I believe I can, sir. In 1951 we exported a total of 
943.000 tons of structural shapes 

Mir. Rieatman. Yes; 243,000? 

Mir. MeCut That is right Now again, mm order to make that 
fizure have some real meaning, I should like to also give you a figure 
of our imports 

Mr. Rieatman. I was going to ask for that information 

\lr Nhe oF i \\ hereas we exported the se 245.000 tons, we imported 
$35.000 tons 

Now the tvpe of sti ictural exports that were approved were 
required for the carrving out of structural projects in other areas of 
the world, particularly with respect to oil drilling and supplying and 
servicing and mining im the areas from which we get ron, Manganese 
ore, chrome, | and other very necessary metals to maitain our 
own steel madustry 

Now I wish to point out to vou that the screening of this export 
requirement ts indertaken through the appropriate agency in Gov- 
ernment, which is the Office of International Trade, and then decision 
is made or recommendation made by a standing committee made up 
of all of the various Governmental agencies, and finally the policy is 
determined at the end by the Secre tar\ of Commerce. So there is 
a careful screening of any application for export. 

Mr. Rieximan. | appreciate having those figures, and they indicate 
that our structural-steel problem has not been aggravated any by our 
export program 
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Mr. McCur. As a matter of fact, the imports have been really a 
very important contribution to our small industries, because they 
can get standard shapes which otherwise during that last year were 
very searce, 

Mr. Riextman. All right. Mr. Chairman, I am sorry that I 
interrupted you 

Mr. Burton. Go right ahead 

Mr. Riexuman. | have finished and you can proceed with your 
question. 

Mr. BURTON I will ask you to proceed further on the question | 
asked as to what time vou expect we will be in balance. I believe 
vou gave Us an answer to that question, 

Mr. McCur. 1 believe so 

Mr. Burton. Would that indicate to you that there should be any 
relaxation Ol change im our pre Set method oOo} procedu eC as balance 
is attamed? 

Mr. McCur. No, sir; I do not think at this time. Mr. Chairman. 
vou could undertake any broad decontrol measures. I think that 
the action Is going to be dependent entirely upoh a constant re- 
evaluation of the domestic economy and its demands, the potential 


requirement ahead LO] he defense needs | think the cor cressional 


appropriation is goin to be & verv unportant factor in the req ulre- 
ments of steel in the next fiscal vear, and I think until all those prob- 
lems are analyzed and weiched, it would be a verv serious mistake to 


decontrol at a time when the machinery is established for functioning 


the highest ley | of efficiency. 

it has taken a veal anda a q tarts to de elop and cel this system 
working well. I think it would be an unwise move to attempt to 
consider decontro! before the picture ts much clearer than it is today 


Nii Bi RTON Wi hear the statement that warehouse sto¢ ks of steel 


} ‘ 


are available b it that sm ill business is unable to vet the actual mate- 


rial because of lack of tickets In other words, that indicates that the 
supply is more than the permission to use and utilize. Are you running 
into that? 

Mr. MeC1 I have no such cases of that in my experience within 
the last couple of months 1 would not deny that some may not have 
been presented | know of none In fact, Mr. Chairman, I have had 
less concern in the last month about the so called supply problem of 
the small-busines nan than I have in the last ;} or 4 vears, because 
| believe he is getting his supplies and will continue o get them 


Nii EVINS You eannot give us any firures Lo that effect You 
can just give us the statistics that steel produc tion is up and exports 
are up and the situation looks rosv and optimistic? 

Mr MeCr I It certainly does today, and we did not fee! that way 
the last time we came before this committe 

Mr. Burvon. You have shown an expansion in production. Are 
there indications of a decrease in civilian demands, nondefense de- 
mands? 

Mr. McCue. I could attempt to answer that question by stating 
again, that in my opinion there has been a diminution of demand or 


decrease in demand at the present time. But whether or not that is 
going to continue, I really do not know I do not think that I am 


qualified to state that it will continue, that the market will decline 
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further, but there has been a reduction in demand for various types 
of steel products. 

Mr. Burron. And a softening in price? 

Mr. McCue. We have heard of softening in prices to the extent 
that where warehouses are overstocked, they have gone out and 
made deals to move their inventory. 

Mr. Burron. Is that confined to warehouses or does it also apply 
to prime production? 

Mr. McCue. So far as I know, there has been no weakening at any 
point as far as steel is concerned with the normal producers. But 
those companies that have surplus supplies, what is known as con- 
version steel, have reduced their prices in the last 2 months because 
there is a considerable increase in the resistance of buyers to pay 
the so-called premium prices. 

Mr. Burron. In that connection, may | ask what were the reasons 
for decontrol of chromium stainless steel? 

Mr. McCue. The principal reason for the decontrol of chromium 
stainless was the fact, in my opinion, that the eut-back in automobile 
production and other consumer durable goods reduced the need 
those producers for chromium stainless steel. The steel mills in the 
month of December found themselves with facilities, with furnaces, 
that could supply the chromium grade and order bookings of only 
50 percent 

We saw no further reason at that time to continue the control of 
chromium stainless steel and recommended the decontrol, and that 
action has been taken it has been decontrolled 

Nir. Evins. An increased allocation of all tvpes of steel has been 
made for the automobile industry; has it not? 

Mir. McCvur. I[t has 

Mr. Evins. To allow them to go full speed ahead 

Mr. McCue. I would not say full speed ahead. 

Mir. Burron. There has been a relaxation? 

Mr. McCue. There has been some relaxation; yes. 

Mr. Burton. Would that indicate a pattern for other types to 
follow? 

Mr. McCve. Well, I think it would indicate a pattern of the agency 
policy product by product; yes, sir. I do think so, Mr. Burton. 

Mr. Rresiman. Mr. Chairman? 

Mr. Burron. Go ahead. 

Mr. Rresuman. | have one more question on the structural steel. 

I have from my own district complaint after complaint from people 
who are trying to get structural steel at the warehouses in that area 
saving that the warehouses are just bulging with structural steel, 
plenty of it, but they canaot get the orders to get it out of the ware- 
houses 

Mr. Curtis. I want to join in that statement. The same is true in 
St. Louis. 

Mr. Rresuman. Just recently, Mr. Dalmas will recall, I had an 
architect in here trying to get structural steel for a school in my area 
The people know the warehouses have plenty of just what they want 
and they can get every pound they need, but they cannot get the 
orders to get it out. I cannot understand whv we are having that 
bottleneck when the steel is available. 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 559 


Why under the sun can we not realize it and get construction under 
way? 

Your statements today are rosy and the picture looks very good. 
So why should we hold that steel back for 9 months and hold up the 
construction of schools and facilities so badly needed in our section? 

Mr. McCue. Have these companies you referred to been given 
allotment tickets? 

Mr. Rrewiman. The contractors, vou mean? 

Mr. McCue. Yes, sir 

Mr. Rieauman. Some of them have, some have not, and they 
are down here begging for the allotment. And some of them get 
the amount they need and others get cut back. 

I know from the picture that was given me—and Mr. Dalmas 
knows—that I was pretty much perturbed about it. If 1 could 
get the actual facts and figures, I think I could expose something 
that is not very rood in the w av this steel is being allocated for schools. 
It is the same old story, apparently—the boy who has the most 
‘crease’ to put on the squeaky wheel gets the steel, and it is not good. 
When those warehouses are filled, it seems to me we had better cet 
busy, with the picture you are giving this morning, and see that some 
of this steel is allocated to people that need it. 

The people are talking about schools for our vouths, and we are 
forcing them to use concrete and reinforced steel construction, which 
does cost more, when apparently on the surface there is a lot of 
structural steel in these warehouses. I know I am not kidding 
anyone when I say that Svracuse has plenty of it in that area, and 
the people are W illing to let it out but they cannot get their warehouses 
which are filled, to release it until these people have the orders with 
which to go ahead and get it 

Mr. Datmas. Mav | ask a question right at that point? 

Mr. Burton. It will be in order 

Mr. Damas. | will address this both to Mr. Johnson and Mr 
MeCue 

Mr. McCue, vou stated in your statement, in connection with 
self-certifications, that carbon steel is up to 30 tons compared to 5 
tons previously. 

Now, as a partial solution to this easing of the steel market, what 
would you think of permitting self-certification for all types of users 
up to, say, 125 tons a quarter? That would solve the problem of a 
number of school jobs and small buildings and small users of all types, 
because the average school building does not take more than a hundred 
tons of structural, and they could go to that warehouse Mr. Riehlman 
is talking about with a self-certification for a hundred or a hundred and 
twenty-five tons and get the steel. Why not raise that figure from 
30 to, sav, 125 tons on a self-certified basis? 

Mr. Jounson. Mr. Dalmas, if I might make a comment on that. 
The self-certification on the 30-ton basis that was referred to in Mr. 
McCue’s statement has to do with manufacturing rather than con- 
struction. There is a separate regulation on construction which is 
currently being revised. 

The question of how much or what the level of self-certification 
should be is one that [ think is very difficult for anyone to establish, 
because it requires a pretty good analysis of the potential requirement 
that might develop on such self-certifications. 
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Mr. Dautmas. Well, you are not decontrolling there, though, Mr. 
Johnson; you still have control. You know what the uses are going to 
be. You know who buys the steel on a self-certification basis. That 
is not decontrol, that is simply permitting something to occur now 
that you could take back any time the need developed. 

Mr. Jounson. | am sorry, Mr. Dalmas, I think that you only know 
who is going to get the steel historically; in other words, after the fact 
you find out who gets it. But self-certification means that a fellow 
writes out bis own ticket and presents it 

Mr. Daumas. That is right. 

\Ir. Jounson. So it is only after the fact that you find out where 
the steel went But the question of the increase in levels of self- 
certification, both for manufacture and construction, is tied up in the 
total problem of how vou get out of control, how vou decontrol from 
a situation of controls, and that matter is being given a great deal of 
study 

| would like to suegest to the committee that Mr. Truppner, who 

Assistant Administrator of the DPA in charge of production con 


trols, will be testifvine before this committee and will have, I think 
a cood deal of information for your alon’ that line 
Mr. Datmas. What is the self-certification on construction now? 
\lr. Jonunson. | am not sure I would not want to sav without 
reference to the order, which is currently in process of revision 


\ir. Datamas. Do you not think vou would eet rid of a bie headache 


if you went up, sav, to a hundred tons? That is not decontrol when 
vou self-certify You still have control and you can always cut back 
anv time the need develops 

\lr. JOHNSON \Ir Dalmas, I think there is not any qui stion but 
what vou would eet rid of a bic headache l think the onlv question 
in the minds of the people who have that decision is whether they 
nivht vet a bie¢ver one in some other direction 

\lr. Burvon. Mr. Riehlman 


Mr. Rreasuman. I wondered if Mr. McCue would comment on my 
question that | posed to him in respect to this warehouse supply 
that we have 

Mr. McCue. Ll would like to make two observations first. If any 
of those contractors in that area have tickets that they cannot place, 
you tell them to come to me and we will get them placed for them. 

Mr. Rreawuman. All they can get 

Mr. McCve. It is not altogether the problem of warehouses, it is 
the problem of the mill also on these tickets. Sometimes the ware- 
houses will not carry the sizes that that contractor may want. 

With respect to the second part of your question, again I have to 
make the observation that that is a question that should be required 
to be answered by the DPA. We do not give out any allotments 
for schools or any type of construction. We do not make that 
determination 

Mr. Riexutman. Of course, your answer is in reverse, more or less, 
to my question, because, after all, they do not have the orders to get 
the steel, and they know what they want 

Mr. McCur. Yes 

Mr. Rrenuman. And what the specifications are for the construction 
of the school. And they know that the warehouse has exactly that 
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steel in stock and are willing to give it to them, but they cannot get 
the orders to get it 

Mr. McCue. They do not have the authority to buy it? 

Mr. Rresxitman. That is right. 

Mr. McCue. Yes? 

Mr. RreaxumMan. And yet we are building up the stock and building 


up the stock in those areas, and it is not a pleasant thing for people 
to know Your school boards and all the rest are confronted with 
the situation and are stymied and held in abeyance for another 
quarter. If we go along for 9 months, what do you think the attitude 
of the pe ople is yolng to be when they have to 20 LO additional « xpense 


to constr ict? 


Mir. MecCur. I certainly agree something ought to be done 

Mir. Rieatman. That is the answer I hoped to get 

Mr. MeCut Ll necessary to grant spe ial allotm«e nis, 1 seems to 
me there should be no difficulty getting it from DPA in that situation. 

We should be ver clad ourselves in the Iron and Steel Division 
> make some studies f that part cular problem for vou and 
mart in trying to correct it, ) 

\Mir. Rreacman. | appreciate vour attitude in that respect 

Mr. MeCur. Mr. Curtis, did vou say a similar situation exists in 
St. Louis? 


Vir C*y RTIS \ 5 We had the Situation where churches and 


schools were unable to get the necessary paper work done, but th 
structural steel as actually at the warehoust They could vet it if 
they wanted to disobey the law because the material was there lt 


wis just 2 question of paper work up in Washington 
Now, | am happy LO Say that most of our s( hools and ( hurches have 


just been given the green light about a month ago Jut for the life 
of me I do not understand why thev did not have it 3 months ago, 
because this situation of the ‘warehouses being jammed with this 
material is not a new picture That has been going on, at least in our 


area, for some time 


It looks to me like, | would almost say, if that is tvpieal, vou are 
not in touch with the actual situation That is what disturbs me in 
this whole picture If it is as bright as vou say, I suspect we are at a 
point where we could actually decontrol now. I am an amateur at 


that, and that is why I use the words “I susper t’’ that we are at that 
pon? | clo not know the full picture of course. 
Mr. Burron. Mr. MeCue, I may add to what Mr. Curtis and Mr 
RiehIman have juSt sa d, that in my knowledge there is a need for 
eet steel for small industry, and that steel is available, but they 
do not have the permission to get 1t 
Ir. McCue. I think Mr. Johnson can answer that 


Mir. Burron. There is an oversupply in warehouses 


Now. what do ou propose to do about that? 
Mr. McCur. Well, there was an action taken recently by NPA 


and DPA to extend 250,000 tons of additional allotments was if 
not? 

Mr. Jonnson. That is right 

Mr. McCue (continuing). To make available increased supplies to 


all forms of business, small and large And I would suppose t 
folks ou are rererrin io nre ben fitine fron that action 
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Mr. Burton. They have not yet benefited. 

Mr. Jounson. Might I make a comment on that? To emphasize 
again what Mr. McCue has said, the job of the Lron and Steel Division 
in the National Production Authority is to do everything possible to 
maximize production of steel, to get the production channeled so far 
as possible into those products which are in most demand, and then 
to do our best to see that the tickets which are issued by the Defense 
Production Authority through the Requirements Committee are 
cashed at mill or warehouse level. 

Now, there is a corollary to that. We try to keep a check on the 
supply of various products. And as we heard this news over the last 
few weeks that cold-rolled sheets, for example, were coming into easy 
supply, we recommended to the DPA Requirements Committee that 
additional allotments be issued to those types of manufacturers, 
whether they were large or small, who could specifically and specially 
utilize cold-rolled sheet steel. That sort of study is going on all the 
time with respect to the different products. 

So we feel that we can try to give advice as to what can be done. 

Now, extra tickets have been issued for the first 4 for the use 
of those manufacturers whose primary requirement is in cold-rolled 
sheets, and additional tickets are being issued for the sonia quarter 
for those people. 

Mr. Burton. Now, the study is being made? 

Mr. Jounson. I say the recommendation has already been made 
and the tickets have been issued for the first quarter, and they are 
being issued for the second quarter. 

Mr. Burton. Then we may expect immediate relief? 

Mr. Jounson. Yes, sir. 

Mr. Burton. Because it looks as though the easing in actual 
material is ahead of your plans for dispersal, and that should not be. 

Well, of course, we can recognize the difficulty in such a situation, 
but time is of the essence. 

Mr. Jounson. Mr. Burton, we feel that in the Steel Division it is 
very definitely one of our responsibilities to try to keep current on this 
problem. That is one of the reasons why we asked the Steel Products 
Industry Advisory Committee to come to Washington quite frequently 
to meet with us, to give us their advice. 

We have this task group, for example, from the Steel Products 
Industry Advisory Committee who have met with us twice and are 
meeting with us again next week, in order to give us the best informa- 
tion we can get on these things. 

However, the question of how easy the market is is one as to which 
there is today a real significant difference of opinion, and I would 
like to direct the committee’s attention 

Mr. Burton. If I may point to a fact there, though. 

Mr. Jonnson. Yes. 

Mr. Burron. The robin is a harbinger of spring. 

Mr. Jounson. That is right. 

Mr. Burron. And when warehouses cut their prices in half, you 
can make but one deduction. 

Mr. Jounson. With this exception, Mr. Chairman—-that we are 
dealing with a controlled demand, and therefore you have in the 
picture a factor which can change In other words, tickets have 
been issued to the consumer durable type manufacturer, for example, 

generally on the basis of about 50 percent of their usage of steel dur- 
ing the base period Now, that re presents a controlled dems and, and 
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it is quite possible under those circumstances that you might have 
a market situation where it looked as though things were easy but 
if there were a relaxation on the level of authorization, that would 
disappear immediately. 

Mr. Burron. Yes; it might be that you could not entirely relax, 
but it would indicate that there should be some relaxation. Other- 
wise you have an artificial hardship created by your system 

Mr. Jonnson. That is right. 

Mr. Burron. Rather than by a real shortage of material, and that 
we should avoid 

Mr. Curtis. Mr. Chairman, could we ask on that particular thing 

did you experience such a thing when you took controls off of 
non-nickel-bearing stainless steel? 

Mr. Jounson. I would like to give you a little history on that, 
Mr. Curtis. 

We got the word from the producers of the chrome stainless steel 
that the market was becoming very soft. So the question then 
arose—is this a result of the controlled demand or is it a reflection 
of the true demand? 

In order to test the market on it, additional tickets were issued, 
additional authorizations were issued during the fourth quarter on 
several different occasions. It appeared that actually the problem 
was not one of the controlled demand; it was a question of the real 
market, and for that reason the product was decontrolled. 

Mr. Curtis. That is one of these factors that you were talking 
about which you take in consideration when you do decontrol? 

Mr. Jonnson. That is right. 

Mr. Daumas. Mr. Chairman, in regard to the oversupply of steel 
in warehouses, I would like to have inserted in the record a letter 
regarding the availability of structural steel and the enclosed list of 
structural steel 4nd bar shapes available for immediate shipment from 
warehouse stock (exhibit 3 in the appendix). 

Mr. Burton. We will be glad to have that information. 

Mr. Evins. Will the gentleman vield? 

Mr. Burton. I will vield to Mr. Evins. 

Mr. Evins. One further question. 

Mr. Johnson, since you stated that your duty was to maximize 
production, I wanted to ask you to what extent are you increasing 
steel-production capacity and what, if anything, are you doing to 
bring about a location of any such facilities, say, in the South, where 
there is not much prime production? 

Mr. Jounson. Mr. Evins, I would like to call your attention to the 
answer in my statement to question No. 5 with respect to the expan- 
sion of steel-making facilities, which indicates that during the year 
1951 there was an expansion of about four and a quarter million annual 
ingot tons in capacity. 

Mr. Evins. Where was that expansion? 

Mr. Jounson. I do not have those figures, Mr. Evins. Of course, 
we do not control the question of where this expansion occurs 

Mr. Evins. Are you doing anything to locate any increased steel 
capacity in areas Other than the concentrated areas? 

Mr. Jonnson. Yes, sir. Under the Defense Production Act 
there is provision, as you know, for accelerated amortization for 
facilities, and the Steel Division serves only in an advisory capacity as 
respects the approval of those. 
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Mr. Evins. Can you give us any examples or illustrations as to 
where there has been increased capacity other than, let’s say, Detroit, 
Chicago, and Gary, Ind.? 

Mr. Jounson. | would say there has been a very substuntial ex- 
pansion of facilities of the Lone Star Steel Co. in Texas. 

Mir. Evins. That is not a new one. What about a new one? 

Mr. Jounson. There is only one company which comes to my mind 
at the moment, and that is one known as the Green River Steel Co. 
in Kentucky. | cannot tell you what the status of construction or 
development on that 1s, but the requests for accelerated amortization, 
Ll am quite sure, were approved 

Mr. Datmas. May I| supplement your question, Mr. Evins? 

Mr. Evins. Yes 

Mr. Dautmas. | think it is a prettv well-known fact that in the 
southeastern part of the United States we have steel-producing facili- 
ties that probably take care of 25 percent of the demand in that area 

Specifically, do vou know how much the tonnage has been increased 
in the Birmingham area or ary adjacent areas—Tennessee, North 
Carolina, or any ‘ther State? 

Mr. Jounson. We have here a report which appeared in the issue 
of Steel magazine, which I think just came out yesterday or today 
That indicates some of these increases. I would have to pick them 
out here, if you wish to take the time, or we can leave this with you, 
if you like 

Mr. Burron. Could vou give us that briefly? 

\Iir. Jounson. If vou will give me a few minutes to take a look at 


this thing (exhibit 4 in the appendix 

Mr. Evins. That is one of your functions, is it not, to maximize 
steel production? You ought to be familiar with it 

Mr. Jounson. It ts one of our functions to ma xifgize steel produc- 
tion from facilities which exist. and it is not one of our functions to go 
out and build facilities. The Iron and Steel Division deals with the 
industry as it exist 


Mr. Evins And no effort is made to establish new steel production 
In new tel tories bul just to expand existing plants; i that about if , 
Mr. Jounson. Sir, | do not think that is in anv sense a function of 


the Iron and Steel Division of the National Production Authority. 
Mr. Evins. Well, the over-all picture is to bring about a larger 


increased rod If tion? 
Mr. JouHnson That is right 
Mir. Evins. What I am trving to drive at is how are vou doing it 


just building up existing plants or trying to locate steel production 
facilities here and there in other areas 
Mr. MecCvr. Individual companies make their own requests, do 
their own planning, as to where they will increase their capacity and 
prod WtLIon 
Mr. Evins. But you have some function as far as advisory or 


sugcvestio 


n or direction? 
Mr JOuUN »N No. sir: we do not 
Mr. MeCv1 I do not believe we make anv recommendations 
whatsoever to any company as to where they should build their plants. 
Mir. Evins. Don’t vou take into consideration the congested indus- 
trial areas and housing cond 
Mr. Jounson. Sir, we have no control over it. I think I ought to 
make it plain that the [ron and Steel Division of the NPA does not 


itions and other problems? 
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control the expansion by steel producers as to where they will locate 
it. When they are going out to spend their own money for the con- 
struction and location of steel plants, we do not dictate what they 
shall do with it. 

Mr. Evins. That is all, Mr. Chairman. Thank you 

Mr. Daumas. Mr. Chairman? 

Mr. Burton. Mr. Dalmas. 

DALMAS I would like the record to show insofar as steel Xxpan- 
sion is concerned there has been very little of it in the South. That is 
generally true, is it not, Mr. Johnson? 

Mr. Jounson. I think that the records would indicate, Mr. Dalmas, 
that on a percentage basis there has probably been more expansion 
in the South than there has been in what are some of the more estab- 
lished areas of steel production 

Mr. Daumas. I hope we find that is true. Thank you 

Mr. Burron. You will have data on that to supplement the record? 

Mr. Jounson. Yes 


Information referred to is as follows 


Sree, Capacity Up in ALL Six AREAS 
The large increase in the steel capacity of the United States, classified in six 
districts, is shown in the accompanying charts 
The capacity of each district at the start of 1951 is shown with a comparison 
for 1939 and an estimate for 1953. Each district’s percentage of the total national 
capacity also is indicated 
This information was prepared by American Iron and Steel Institute from 


reports by steel compan! 





STEEL INGOT CAPACITY IN NET TONS ame OF TOTAL STEEL CAPACIT Y| 


1939 1951 1953 1951 1953 


ASTERN EASTERN 
DISTRICT DISTRICT 


g 161412 20823230 24.210.000 19.7 20.0 
PITTSBURGH PITTSBURGH 
YOUNGSTOWN YOUNGSTOWN 
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CLEVELAND 
DETROIT me a) b4 DETROIT a ee 4 
DISTRICT 7.760.068 9601940 12.000.000 DISTRICT 9.5 9,2 10.2 
CHICAGO ote 
DISTRICT DISTRICT 
17.996039 21522750 23970000 22.0 20.7 20.3 
SOUTHERN EP a SOUTHERN - omy 





DISTRICT 2829478 4913340 6.060.000 DISTRICT 3.5 4.7 5. 
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DISTRICT 2130531 $956520 6670060 DISTRICT 2.6 57 57 

81828958 104229650 118.000 000 100 100 100” 
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STEEL-MAKING DISTRICTS DEFINED 
The Eastern district includes the steel plants in Maryland, Delaware, New 
Jersey, New York, Connecticut, Massachusetts, Rhode Island, and all of Eastern 
Pennsylvania as far as and including Johnstown, about 55 miles east of Pittsburgh. 
The Pittsburgh-Youngstown district includes the steel plants in Western 
Pennsylvania including the Pittsburgh area and the area extending about 100 
miles north to include Farrell and Sharon; Kentucky, West Virginia, and the 
steel plants in Ohio, excluding those in Cleveland and Lorain. 
The Cleveland-Detroit district includes all of Michigan and the steel plants 
in Cleveland and Lorain, Ohio. 
The Chicago district includes the plants in Minnesota, Wisconsin, Missouri, 


Illinois, and Indiana. 

The Southern district includes the plants in Virginia, Tennessee, Alabama, 
Georgia, Oklahoma, and Texas. 

The Western district includes the plants in Colorado, Utah, California, Oregon, 


and Washington. 
(Source: Stee] Facts, June 1951. Published by American Iron and Steel Institute 

Mr. Burron. Are there any further questions along that line? 

Mr. Curtis. If I may. 

Mr. Burron. Mr. Curtis 

Mr. Curtis. I would like co ask the gentlemen about the scrap 
situation. Is it now satisfactory? 

Mr. Jounson. Mr. Curtis, the scrap situation has improved materi- 
ally over what it was during December. During December the scrap 
situation was so critical as to cause a great deal of alarm, and in part 
because of the efforts that have been made through the issuance of the 
auto-wrecker order and the other efforts that have been made by 
various agencies of the Government and by communities and public 
citizens, the scrap situation has definitely improved. It is not easy. 

Mr. Currts. It is still regarded as somewhat critical? 

Mr. Jounson. Oh, ves, definitely. 

Mr. Curtis. One of you, in answer to a question as to when we 
might in the future decontrol, said congressional appropriations in 
the ensuing months might have an effect on the picture. I do not 
understand that. We are working on a basis of the needs as they are 
right now; as for appropriations that this Congress might make, that 
is projected pretty much into the future. 

Mr. McCue. | was concerned with that question, Mr. Curtis. 
What I had in mind was the fact that the military will not necessarily 
know what their entire planned requirements are in the first 6 months 
of the next fiscal year, that they might be substantially higher or 
might be substantially lower than their current level of steel needs. 

Mr. Curtis. I might point out that the military were given, I think, 
by us $57 billion last year, and they already had on the books $37 
billion, and some other items they got; so they actually got appropria- 
tions for around 114 billion. Mr. Wilson testified before our com- 
mittee that the most we could give them in end products was around 
$32 billion. So I do not quite see the connection. Congress has 
already given a blank check to the military, and it is a question for 
you people to figure out what you can give them. That would take 
your entire production, | presume, would it not? 

Mr. McCusr. No, it would not take our entire production. It would 
take a larger percentage in some critical items than others. 

Mr. Currtts. In fact, that is exactly what concerns me the most 
just what requests the military are making for end products, because 
the appropriations have no relation to it. 
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Mr. Manly Fleischmann told us he was the one that decided what the 
military’s real needs were. You see what I am getting at. I am 
interested in this problem of how you are going to decontrol these 
things. You said that the congressional appropriations had a bearing 
on it, and I do not see how they have any bearing on it. 

Mr. McCue. With respect to the defense aspect of the program 

Mr. Curtis. That is already set up. What the military is request- 
ing, you know, do you not? 

Mr. McCue. For the existing year. 

Mr. Curtis. And for the following year after that, you know, too, 
do you not? Congress, unfortunately, does not know, but you people 
have that program, I assume. 

Now, taking that program into consideration, what Congress might 
do in the way of appropriations is not going to affect that; but taking 
it into consideration as it is now, the question was why you could not 
be planning right now for decontrol? 

Mr. McCue. Well, | would think it would be improper to imply 
that the agency is not planning decontrol. They are constantly plan- 
ning that type of action, relaxation, or decontrol, but the time element 
is what I thought was the real question that Mr. Burton and yourself 
raised. 

Mr. Burron. I asked a direct question 

Mr. McCue. Yes 

Mr. CuR ris. | am interested in the time, too, hut in order Lo ficure 
the time, you have to figure the formula. 

Let me ask another question. I listened to Mr. Churchill’s speech 
when he addressed the Congress, and he said that they did not want 
gold this time, they wanted steel. Have you people, for example, 
been presented with a possible allocation for Great Britain? 

Mr. McCue. Yes, we have. 

Do vou have the details on that, Mr. Johnson? 

Mr. Jounson. We are working with the British on this question of 
their steel requirements in order to do what can be done to channel 
them into products where the impact will be less severe and in order 
to arrange them in point of time, so as to cause the least dislocation 

Mr. Curtis. So is that possibly the reason why we are not going to 
go ahead with decontrol—that their program and their needs might be 
such—I am not arguing policy, but just asking for facts—whether that 
is not the reason why we cannot decontrol or lay our plans for an actual 
decontrol almost in the next few months? 

Mr. Jounson. Mr. Curtis, | would say offhand that I do not think 
that the British requirements are of such size as to stand in the way 
of any plans that might be made 

But on the subject matter of decontrol, as I said, I think to the 
chairman, Mr. Truppner, who is Assistant Administrator for Produc- 
tion Control will, | think, have a good deal of information for the 
committee on what is being done along that line 

Mr. Curtis. I see 

Now, have you actually set up—I presume you have because you 
have gone through some decontrol—a procedure for determining when 
decontrol of a certain product micht be made? Have you a formula 
set up? 

Mr. Jonnson. No, sir. That problem is being studied both within 
the agency and, as I said in my statement, by a task group from the 
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steel products industry advisory committee. As yet, we do not 
have any firm conclusions on it. 

Mr. Curtis. Referring to your answer to question 6 as to whether 
you believe any steel products can be decontrolled at the present 
time, you state the subject of decontrol is being very carefully reviewed 
both within the NPA and also by a task group of industry representa- 
tives set up in conjunction with the steel products industry advisory 
committee; as vet neither of these has reached a firm conclusion since 
there are so many factors which must be taken into consideration. 

What I am interested in is what formula you are going to use 
Surely, you have a formula set up as to what can be decontrolled and 
under what circumstances. 

These factors that you talk about, since there are so many factors, 
what are those factors, for example? That is what would determine 
your formula 

Mr. Jounson. Well, Mr. Curtis, I think we can say there are many 
approaches that can be made to the matter of decontrol. 

Mr. Curtis. I appreciate that. I want to know what specific 
approach is being taken. It seems to me that is something that can 
be done. There are many approaches that can be taken. Now, what 
approach is being taken? 

Mr. Jounson. As of the present time, one product line has been 
decontrolled, and that is chrome stainless steel. 

Mr. Curtis. What formula was used for that? Let’s stop on that 
for a minute 

Mr. Jounson. Chrome stainless steel was decontrolled when it 
became apparent in the case of that product line that the real market 
demand was not in excess of the available supplies. 

Mr. Curtis. Would that formula apply to other items, then? 

Mir JOHNSON Not necessarily. 

Mr. Curtis. Now, why, for example, would it not apply in this 
second specific thing? I like to deal in specifics. I do not understand 
these generalities. They do not make any sense to me. 

Secondary steel-mill products. Can that same formula be applied 
there? 

Mr. Jounson. In part it is a matter of the application of that 
formula, and in part it is the peculiar nature of the products you are 
dealing with there. 

Secondary products, or off-grade products, if you choose to call them 
that, always suffer a loss of market when you require that buyers sur- 
render tickets for them, because of the fact that you have an extra 
loss in fabrication of the item. 

Mr. Curtis. In other words. geared into the formula, would be, 
as you have previously said in answer to my question, the test to be 
certain that the softening of the market is not the result of a controlled 
demand? 

Mr. Jounson. That is right; that is a factor. 

Mr. Curtis. Now, let me go one step further in putting that into 
the formula. Is there anything else on other steel products that 
would have to be put into that formula to determine whether or not 
you are going to decontrol? 

' Mr. Jonnson. There are quite a number of things that would have 
to be taken into consideration, Mr. Curtis 

Mr. Curtis. What, for example? 
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Mr. Jounson. One of the things that has a bearing on this is the 
fact that controlled-material tickets, as issued to the end user, are 
issued only in terms of carbon, alloy, and stainless steel. They do not 
relate to specific products. 

Mr. Curtis. You mean shapes? 

Mr. Jounson. They are not set up by shapes and forms; they 
call for carbon-steel products. So that we have the problem when 
we have these checks outstanding, so to speak, when you decontrol 
a part of the total, what vou do with the outstanding checks [t is 
one of the problen s that has to be considered In this whole problem 
of decontrol. It is one of the things to which Mr. Truppner and his 
staff are devoting a creat deal ot attention. 

\ir. Curtis. Mr. Johnson, the reason [ am dwelling on this—I 
think you will agree, too—is that nobody likes controls, and the only 
way | am willing to see controls put on is when at the same time you 
have figured out how vou are going to take them off and under what 


circumstances you are going to take them off. It alarms me a little 
bit to find that vou people have not got a formula so when a certain 
thing happens or a certain sequence of events take place, you know it 


will bring decontrol | think the public ought to know when they 
can expect decontrol on this, and they ought to know what vour 
formulas are, because thes are not something that ordinary (mericans 
cannot understand 

We want to know when there is going to be an end to this What 
do we have to do? And I think that at the very time controls were 
set up, there should have been a formula and there should now be a 
formula of when th controls will vo off, | cannot ser a the hebht 
of vour testimony that that has been done. 

Now, you talk about studies being made. I am so tired of hearing 
that answer, because I get it all the time in these committee hearings, 
and nothing ever seems to come out of these studies When the 
studies are made there are recommendations, and then we find out 
about the recommendations and why they are not followed. That is 
why I am dwelling on this point 

You do not have a formula, then, I take it? I want to be sure of 
this 

Mir. Jounson. Mr. Curtis, | am not in disagreement with what 
you are stating. On the other hand, I would not presume to speak 
for Mr. Truppner, who is well able to speak for himself. I think it 
would be inappropriate for me to try to tell you what Mr. Truppner 
is going to testily to this committee. 

Mr. Curtis. Let me get this question of authority lined up now, 
Mr. Truppner’s actual job is what? 

Mr. Jounson. Mr. Truppner is Assistant Administrator of the 
Defense Production Administration. He is Assistant Administrator 
in charge of production controls. I believe that is his precise title 

Mr. Curtts. In your capacity, then, as Director of the lron and 
Steel Division of NPA, vou do not have the authority to set up a form- 
ula for decontrol? 

Mr. Jounson. We could suggest a formula for decontrol. We 
do not have the autkority to control or decontrol in the Iron and 
Steel Division. It isan agency policy. 

Mr. Burron. Mav I inject there that we have Mr. Truppner 
coming and also Nii Steiner. 
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Mr. Curtis. Yes. But then before Mr. Truppner comes I want 
to get this ground work laid, so I will not have Mr. Truppner tell 
me he has to wait for Mr. Johnson to come up with a suggested formula. 

Mr. Burton. I was merely offering the information for your 
knowledge. 

Mr. Curtis. I wonder if you would comment on my comment, 
Mr. Johnson. 

Mr. Jounson. Yes. If Mr. Truppner ever tells you that he has to 
come to me to get an answer, I would certainly like to have you tell 
me. I would be interested in that. 

Mr. Curtis. Well, in other words, the procedure is not for you in 
the Iron and Steel Division to make recommendations for the formula 
that you are going to use or might use in decontrol of certain iron and 
steel products? 

Mr. Jounson. It is appropriate for us to make recommendations, 
ves, sir. It is appropriate to make recommendations, but we do not 
have the authorization to take the action. 

Mr. Curtis. Well, now, for example, in this non-nickel-bearing 
stainless steel, did you all originate that? 

Mr. Jounson. We did. 

Mr. Curtis. Then it would seem to me I am not far off when I 
suggest it would be your Division and it would be you that would 
try to establish a formula that you would be using when you would 
make these recommendations. 

Mr. Jounson. We are going to make such a recommendation to 
Mr. Truppner and his staff. We are awaiting the recommendations 
to be made by the task group of the Industry Advisory Committee. 
We have met with them. 

Mr. Curtis. Are they not studying, though, unless I am mistaken, 
specific products that might be taken off of the control list? Is that 
not true? 

Mr. Jounson. We have asked them to study more broadly than 
that. 

Mr. Curtis. And come up with an actual formula? 

Mr. Jounson. Yes, we have. 

Mr. Curtis. I see. Do you know when they might come back 
with a formula? 

Mr. Jounson. I know the date of our next meeting is March 12. 
I do not know whether they will at that time be prepared to report 
or not. We have a meeting set up with the Advisory Committee 
itself on the 20th, and I was hopeful that the task group might be 
in a position to make its report by that time. 

Mr. Curtis. Thank you very much. 

Mr. Burton. Are you through, Mr. Curtis? 

Mr. Curtis. Yes. 

Mr. Burron. Would it not seem te you, following the same thought 
that Mr. Curtis has developed, that we have reached a point where 
there could well be a liberalization of allotments? 

Mr. Jounson. Definitely, Mr. Chairman. On many items there 
certainly can be and there is such liberalization going on. It is going 
on, as | said, and additional tickets were issued for those people who 
can use cold-rolled shéets, both for the first and second quarter. 

We are currently making recommendations going beyond that. So 
that there can be liberalization of these things. 
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The difficulty in part is to attempt to put the liberalization in those 
areas where you can utilize the products that are in long supply 
without creating an additional pressure on the products that are in 
short supply. And that sort of limits the scope. 

In other words, you cannot on a blanket basis increase the alloca- 
tions or authorizations, because what you do then is to increase the 
difficulty that you have in tight items. 

Mr. Burton. Then, are there not many products which you may 
decontrol at this time as well as you did the chrome stainless steel? 

Mr. Jonnson. Sir, I do not know that we can do that. 

Mr. Burron. Well, it would seem from the information we have 
that the liberalization is not keeping pace with your increased pro- 
duction. 

Mr. Jonnson. Mr. Chairman, I would like to state that this ques- 
tion of how much easiness there is in the market for certain products 
is one as to which there is more difference of opinion than the state- 
ments of the committee would seem to indicate. 

[ have here the Pittsburgh Post-Gazette 

Mr. Burton. The pricing, however, is a rather definite indication. 

Mr. Jounson. That is very true, but I think it has to be evaluated. 

Mr. Burton. Undoubtedly. 

Mr. Jounson. In other words, if we were in the position where 
steel prices were being depressed because of the fact that there was an 
oversupply in some of these items on a general basis, then certainly 
there could be no question of the fact that we had reached a point 
of oversupply. We have not reached the point where that sort of 
thing is happening. 

In fact, in the case of many steel producers, their order backlogs 
and bookings on these items to which you have referred, such as cold 
rolled sheets, are very heavy. 

I did want to call your attention to this article in the Pittsburgh 
Post-Gazette of Monday, March 3, by Mr. Friedman, who is the 
financial editor of the Pittsburgh Post-Gazette. He comments on 
the fact that the steel situation is primarily marked by cross currents, 
because whereas there are indications of easiness, there are at the 
same time in the same products from other producers indications that 
order backlogs and bookings are very, very heavy. 

So that I do not think that we can make a complete generalization, 
and that is why we have proposed that we approach this thing at the 
present time on the basis of the issuance of additional authorizations 
or allocations. 

(Editorial is as follows: ) 


Pittsburgh Post-Gazette, Monday, March 3, 1952] 
THE WEEK IN STEEL 
SELLERS’ MARKET IN Street Is Tenpinc To DisaprearR 


EASINESS IN SITUATION OVER EMPHASIZED WITH NOT ALL ORDER BACKLOGS THE 
SAME 


By Arthur R. Friedman, Post-Gazette Financial Editor 


There is underway a transition from a sellers’ to a buyers’ market in steel but 
this does not necessarily mean there will be a decline in production of ingots. 
A summary of the current situation is that “‘easiness’’ in the market is being 
overemphasized. 
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The picture in respect to each company isnot the same. In at least one instance 
an open spot on rolling schedules for this month is due to Government controls. 

At the same time, another producer is filled up for the second quarter on the 
identical product the first mill is seeking to sell. 

The greater availability of steel, in a general sense, has its origin in premium- 
priced material which has tended to lose its market. 


BETTER CONTROL OF CONTROLS 


This has been going on for a few months As better control of the “control 
machinery’ was obtained, buyers of steel turned more and more to s vurces of 
supply which have continuously quoted the lowest published prices 


Phat tended to restrict the market for foreign steel as well as for material which 


came off high-cost mills. 

Then followed the screw-down on excess inventory positions of consumers. 
The straw that broke the came!’s back. however, was the “‘stretch-ont’’ of defense 
applications of steel. Consumers thereupon concluded there was no need any 
longer to protect themselves unduly against material shortages 

Sheets and p have turned out to be the testing ground 

Despite riect ns oT pe by important consumers such as th automobi 
ndust: ! ire makers of steels who are filled up for the next 4 mont} 
In other ( he steel which might go to sheet milis has been divert { 
to piat or ot product ~ometimes if is Ob possib to do tha 

Lher tf cas of the large produce I n th l'ri-State area vho had ) 
liverting st from tin plate manufacture to sheet production beeause of 
Strictions on the manufacture of genera ie cans from tin plate rhe amou 
of this d rsion became so great that its outlets for sheets became glutted 

I 1 no other production into which to di t the raw steel, and th 
be lie | reason the National Produe Authority la ast w 
offered 10 | cel mor heets, strip, and blac plate to u luring tk irst 
qua 

lr} ( ner are to t thi bonus pro ded they do i) ulre component 
copper and a I their o productio 

NPA now to decontro rific Thus far, th 
Fedora i ve lh ) t i ol ar 
repor , lueth un b by undied through \ ta illocations o 
st " arket 

I hat some productio lav b oO t p od ahead 
I I ( ! co rolled \\ is! oO 
Mi PICKET NOT CASHED 

lhus far, production has not been affected by easing tendencies of t] market 
Orders may have to be solicited more actively, but this will not be for the first 
time Son salesmen have been on the road after business for severa 
months 

In certain products it had been observed that some “‘ticket- inder the Con- 


trolled Materials Plan—the means of proving allocations—were not being cashed. 
1, ¢., being pl nted to the mills 

Ar inusual development occurred when a sheet maker offered to fill anv 
orders another steel company couldn't take because it was offered more ticketed 


tonnage thar t had production 


Mr. Curtis. Could I interrupt there? You were talking about 
different kinds of structures and shapes, I presume, rather than your 
actual ingot production? a 

Mr. Jounson. That is right. I was talking specifically about 
sheets in line with the chairman’s comments. 

Mr. Burron. I think my comment would refer more to warehouse 
stocks, which, of course, would be sheets and forms of that kind. 

Mr. Curtis. You could actually have an excess of ingots and 
because of vour productive capacity for producing either sheet or 
certain shapes actually have a shortage there, could you not? 

Mr. Jounson. That is true, Mr. Curtis. - 

Mr. Curtis. Yes 
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Mr. Jounson. In other words, there might be facility bottlenecks 
which would prevent the production of all that would be required in 
certain type items even though there were adequate ingots. 

Mr. Curtis. Yes. 

Mr. Burton. Is it your observation, then, that production is in 
very fair balance at this time, that you do not have too many of 
those bottlenecks? 

Mr. Jonnson. You mean with respect to the balance? 

Mr. Burron. In production, the balance between various depart- 
ments of production. 

Mr. Jounson. Yes. Currently, as you know, the steel industry is 
operating at approximately 100 percent of capacity, so that we are 
utilizing all of the ingot-producing facilities. We have through the 
production directive technique in the [ron and Steel Division done a 
great deal in order to shift the product pattern or the product mix at 
the various steel producers so as to get all that is possible in the items 
that are in short supply. 

Mr. Burron. Do you not feel there has been sufficient easing in 
the situation to warrant your liberalization of the self-certification 
limit? 

Mr. Jounson. It has already been liberalized for the second quarter. 

Mr. Burton. To what extent? 

Mr. Jounson. From 5 to 30 tons. In other words, we have increased 
it 600 percent. 

Now, until we start sort of moving into the second quarter, I do 
not think that we can get a measure of what that has really done to us. 

Mr. McCue. The one thing, Mr. Burton, that you cannot evaluate 
in connection with self-certification is the type of product that is 
going to be called for. We have some control over the product through 
the means of the applications that are sent to us. 

Mr. Riehlman, I wanted to ask you if you would just give me a little 
more information about that structural situation. I wanted to ask 
you whether or not some of that problem, as far as you know, is related 
to housing. 

Mr. Rrenuman. No. 

Mr. McCue. Is it all public building? 

Mr. Rresumay. It is all public buildings that I had any complaint 
on, Ves. 

Mr. McCur. Thank you, sir. 

Mr. Burton. Mr. Dalmas, do you have further questions? 

Mr. Daumas. Mr. Johnson and Mr. McCue, I want to ask both of 
you categorically whether or not you will study this proposal for 
increased self-certification both as to the manufacturing and the 
construction field, and move that up to the maximum possible? 
Because, as you know, a school building or a church or any number 
of small commercial buildings do not require over 50 or 75 or a hundred 
tons of steel. 

Mr. Jounson. Yes. 

Mr. Damas. Now, if a man can self-certify for 30 tons and he needs 
35 to complete his school, he is in bad shape, is he not? 

Mr. Jonnson. Yes. 

Mr. Datmas. He might as well not have the 30. And I think that 
through the self-certification method you do retain control, although 
you do not know what products have been bought until the end of the 
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quarter. I realize that you cannot change the method right in the 
middle of a quarter. 

But the second quarter has not come up yet and will not come up 
until April 1, so you have nearly 30 days to work on the proposition, 
if you will. I think it would be some comfort to the committee to 
know that you would study that sort of a recommendation. 

Mr. Jounson. Mr. Dalmas, we certainly shall do that. I do not 
think we need to point out to this committee that we certainly want 
to do everything to make sure that production is at the maximum and 
that production is utilized and that it is utilized to the best interests 
of the economy of the country as a whole. 

It does cause us a good deal of concern in the Lron and Steel Division 
if we feel that at some future point the controls themselves are going 
to result in cut-backs in production. We do have the feeling that this 
requires constant surveillance. Based upon the reports which we get 
from the industry people, from the product specialists who are in the 
Division, we are in a position from time to time to make recommenda- 
tions that steps be taken to avoid such an eventuality. 

Mr. Datmas. Do you not think-that part of your trouble insofar as 
product distribution is concerned, after you set your goals, is that 
you have agreed to what was known as direction 3, which is now 
written into the order M-1, as amended, which in effect takes the 
distribution of materials out of your hands and gives it back to the 
industry, and they are therefore able to distribute that steel up to 
within 15 days of the beginning of the lead time? 

Everybody that we have ever talked to, both under the older plan 
and under the new order—the old order was 10 days and now it is 
15 days—we have been told constantly there never was a pound of 
steel available during that 15 days, so that is just so much printing. 

Do you not think part of your trouble lies in direction 3? 

Mr. Jounson. Mr. Dalmas, I certainly dislike to disagree with you. 

Mr. Datmas. I expected you to disagree, so it is all mght. 

Mr. Jonnson. But the fact of the matter is that we believe that 
direction 3 is completely sound, not only in principle but in operation 
it has not worked to anyone’s detriment. 

Now, in the first place, let’s just look at the principle a little bit. 

The principle that each supplier and each buyer shall have the 
privilege of seeking one another out is the whole principle of the free 
American economy, and it is as applicable on one side as it is on the 
other. 

Now we have in the steel business something like 200 producers. 
Some of them are very, very small. Some of them are very large. 
We have about 300,000 steel buyers and they are both large and small. 

Most, presumably every company in this country which has ever 
grown from small to large has grown that way because of customer 
preference. It has had a product which somebody preferred and 
somebody bought. 

Mr. Daumas. And good salesmanship. 

Mr. Jounson. Correct. But good salesmanship will never for a 
long period sell a bad product. 

So from the standpoint of the principle I think there could be no 
disagreement that it is a good idea. 

Now as to your point of having relinquished the control of this 
thing, I tried to point out in my statement that in fact no real control 
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has been relinquished because the Government issues the tickets, 
therefore, the Government says who may buy. The Government 
says to the producer what he may produce. 

In other words, through the production directive his production is 
controlled, and therefore this freedom to make arrangements between 
the buyer and the producer can only be exercised within those limits. 

So it is not a question of setting up allocations in the Government 
and then saying to the steel mills, “‘ Now, you can make your own,”’ 
and the ones that were made here no longer count. 

The steel producer can sell only to the man who has the tickets, 
and so long as you retain the control over the distribution of the 
tickets, you have effectively put limits on what may be done under 
direction 3. 

Mr. Daumas. Of course, the steel producer can make his choice of 
customers. 

Mr. Jounson. That is right. 

Mr. Damas. And he can fill your order a hundred percent. 

Mr. Jonnson. That is correct. 

Mr. Damas. And he may say to me, “I can’t fill your order but 
50 percent.”’ 

Mr. Jounson. That is right. 

Mr. Dawtmas. “You go elsewhere and look,” and I can’t find it 
elsewhere. So there is no guaranty there but on a first-come-first- 
served basis if I go to the steel mill and he has the tonnage available 
for that quarter, he has to fill my order. 

Mr. Jounson. Then when someone else comes with his order 
cannot be taken at all. You got the same result either way. 

Mr. Damas. If you are allocating within your available supply, 
presumably all of your tickets are going to be taken care of. 

Mr. Jounson. Mr. Dalmas, you have put your finger squarely on 
the nub of the question. If the supply and the demand are in bal- 
ance, then, of course, every ticket finds a home. And the only prob- 
lem that we have had with direction 3, or for that matter with the 
Controlled Materials Plan in its entirety, so far as steel products are 
concerned, is the fact that in certain products it has not been possible 
to achieve production at the rate even to meet a hundred percent of 
the controlled demand. 

Mr. Damas. Then your attrition factor has been wrong, too, has 
it not? 

Mr. Jounson. I do not know, Mr. Dalmas, whether anyone can say 
that the attrition factor has been really right or wrong. It is an esti- 
mate at best. It is someone’s judgment as to what percentage of the 
total tickets issued will not be presented for cashing. That is an ex- 
treme variable because you have to read the minds of ever 'y purchaser 
to get the real answer. 

Mr. Datmas. What I mean is you set up a certain attrition factor 
for the fourth quarter. You have changed it for the first quarter. 
You have also abandoned your cut-off « late which was to be January 7, 
so that your unfilled fourth-quarter orders would ride over into the 
first quarter. 

Mr. Jounson. Yes. 

Mr. Daumas. Thereby futher distorting the attrition factor. So, 
the question which is constantly concerning us about these tickets is 
that, if your attrition factor is wrong and if you change the plans as 
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you go, you do run up against the situation such as Mr. Riehlman 
and Mr. Curtis described—a situation where “steel is available, but 
I have not received the necessary tickets,” or “I have the necessary 
tickets but the steel is not available.” 

Mr. Jounson. Are you suggesting, Mr. Dalmas, that the attrition 
factor has been too low? 

Mr. Davmas. I am suggesting that the attrition factor is wrong in 
some way. I am asking. 

Mr. Jounson. I only posed that because of the fact I think the mem- 
bers of this committee were of the opinion that the attrition factor 
was much too high in the fourth quarter. 

Mr. Daumas. That is right. 

Mr. Jounson. And it has been changed only slightly for the first 
quarter with respect to steel. So, if the attrition factor was too high 
in the fourth quarter and too low in the first quarter, it can only be 
because other factors have changed, because the attrition percentage 
has scarcely changed at all in steel. 

Mr. Dautmas. And on top of all of this you have the super-super- 
priorities in the form of directives; you have certain military programs 
which are under directives; you have a machine-tool program which 
is under directives. 

Now, coming back to the question of control or decontrol, what 
you have really left in CMP, as I see it, is a number of high-band 
priorities with the rest of it practically running free except for your 
limitation orders on some products. 

Mr. Jonnson. Well, Mr. Dalmas, it runs free within the total 
volume of tickets issued. The control is the issuance of the tickets 
really. 

Mr. Dautmas. I understand. But we have seen where there were 
not enough tickets in some instances and too many tickets in others. 

Now, | simply want to bring that out to back up the situation that 
seems to be developing somewhere along the line. Maybe we have 
too much control of this steel supply. 

Mr. Jounson. I think that you and we are thinking very much 
the same, Mr. Dalmas; that we are definitely at the point where we 
have changed. When we appeared before this committee last fall, 
the question was primarily one of how in the world are we going to 
get the tickets cashed, and this morning the problem seems to be 
primarily one of how are we going to get more tickets out to get 
cashed, because the money is in the bank. 

I think that you are saying much the same thing we are saying: 
that we have to do everything to be alert so as not to have a system 
of controls which in itself will be damaging. 

Mr. Damas. Will bog down the whole. 

Mr. Burton. You have described it. 

Mr. Damas. Mr. Chairman, there are a number of other questions, 
and I am going to ask your permission, if the witnesses are willing to 
cooperate, in order to save the committee’s time and their time, that 
in order to have the record complete we be permitted to submit addi- 
tional questions in writing. 

Mr. McCue. I would like to ask one point. Do I understand you 
clearly that you want our views in regard to self-certification on 
both consumption and construction; that is, manufacturing and con- 
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struction? Would your proposal include, for example, such things as 
private house construction and so forth? 

Mr. Damas. | do not think that I would like to particularize 
across the board, but what I had in mind in the construction field 
are more schools, hospitals, and things of that nature which were 
absolutely needed in the country. In the manufacturing field, I 
judge it would be across the board. 

But all I asked you to do was to study it and make a recommenda- 
tion so that as we come into the second quarter, if DPA and NPA 
make a determination that they have to keep controls on a lot of 
these products, we simplify the situation and simplify the procedure 
by upping the self-certification requirements. 

I hope your recommendation will be favorable. 

May we submit those questions, Mr. Chairman? 

Mr. Burton. I think that would be entirely in order 

Mr. Jounson. It is satisfactory to us. 

Mr. Burton. Have we other questions? 

Mr. Rresuman. No. 

Mr. Curtis. No 

Mr. Burron. Inasmuch as we are to reconvene at 2 o’clock this 
would seem a good time to recess that we may go on the floor, and 
we will look for you back at 2 o’clock. 

Mr. Dautmas. Mr. Chairman, may I say one thing before you 
close the meeting. Mr. Johnson and Mr. McCue have been most 
cooperative with the committee during the preparation for these 
hearings and prior to that time. I think I can say without exaggera- 
tion that the numerous problems that we throw in the laps of the 
Iron and Steel Division are very well handled. 

Mr. Jounson. We appreciate that very much, Mr. Dalmas. 

Mr. McCusr. Mr. Chairman? 

Mr. Burron. Mr. McCue 

Mr. McCvr. I would like to make a brief remark also with respect 
to the fine working arrangements that we in the lron and Steel Divi- 
sion have with Mr. Dalmas and his staff. 

Mr. Burton. Thank you, Mr. McCue. I would like to thank both 
you and Mr. Johnson and commend you upon the directness with 
which you have answered our questions. We have always found 
you most cooperative 

We will recess until 2 o’clock. 

Whereupon, at 11:50 a.m., the committee recessed to convene 
at 2 p. m. of this same day.) 

(Supplementary information submitted is as follows:) 

DEPARTMENT OF COMMERCE, 
NATIONAL PropuctTION AUTHORITY, 
Washington 25, April 4, 1952. 
Mr. Vicror P. Damas, 
Executive Director, Select Committee on Small Business, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Datmas: This is in response to your letter of March 19, 1952, 
addressed to Mr Herbert Johnson, who has recently left the National Production 
Authority, and to Mr. Frank McCue. The answers furnished below follow the 
order of the questions submitted in your letter. 
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STEEL SUPPLY 


1. What steel products now are in good supply? What are in tight supply? 

With the exception of heavy plates, wide-flange structural steel, hot-rolled and 
cold-finished bars, seamless pipe and tubing, and galvanized sheet, carbon-steel 
products are generally in balance with the present controlled demand. Some 
steel products, such as electric weld tubing, hot-rolled and cold-rolled strip, are 
presently in oversupply so that substantial tonnages are seeking a market. 

2. Have any mills cut back their production of any steel products because of lack of 
demand? 

We have been informed of a number of cases where mills have reduced produc- 
tion of certain products due to lack of demand. Several companies have taken 
off small steel-making furnaces. 

3. Is the production directive procedure flexible enough to respond quickly to 
changes in demand? Have mills been required by production directives to produce 
more of a certain product than they have been able to sell? 

The production directive procedure can quickly reflect changes in demand 
within the limitations of available facilities. Production directives are set up 
on a monthly basis so as to provide the greatest possible maneuverability. Mills 
are not required to produce more than they can sell under the production 
directive system. 

4. Is the shortage of copper and aluminum partially responsible for inability of 
steel mills to ful their orders for certain steel prod cts? 

The shortage of copper and aluminum tends to restrict markets for certain steel 
products since many manufacturers of items consuming or requiring copper, 
aluminum, and steel require a balance which is relatively inelastic as among these 
metals. Accordingly, this factor could be partially responsible for the inability 
of steel mills to fill their order books for certain steel products. 

If this question is to be interpreted as requiring information with respect to 
shortages of copper and aluminum in connection with the production of steel 
products as such, it is our opinion that shortages of copper and aluminum are not 
currently responsible for any losses in such production. 


PLACEMENT OF ORDERS 


1. How many complaints of inability to place CMP tickets were received by the 
Iron and Steel Division during the fourth quarter? At present? 

\ considerable number of complaints of inability to place CMP tickets was 
received during the fourth quarter but no accurate record of the exact number 
was kept by the Lron and Steel Division. Early in December a formal procedure 
for receiving such complaints was established and NPA Form 148 was adopted. 
Since the adoption of this form, the Iron and Steel Division has received a total 
of 335 requests through February 18, 1952, for assistance in placing first quarter 
tickets, and a total of 137 requests through April 4, 1952, for second-quarter 
tickets. 

2. Have warehouse customers had any difficulty in placing orders at warehouses? 
If so, what procedure in issuance of tickets can be utilized to break this apparent 
log-jam? 

It is important in considering this question to keep in mind that steel warehouses 
operate on an ‘‘off the shelf’’ basis. In other words, a customer is able to place 
his order only if the warehouse has the material in stock when the customer's 
order is received As a result, whenever warehouse stocks are low, a customer may 
find it necessary to ‘‘shop around” among warehouses in order to satisy his require- 
ments. We believe that some customers have found it necessary to ‘shop around.” 
However, we are not aware of any situation among warehouses that could fairly 
be termed ‘‘a log-jam.’’ Under present NPA orders and regulations, warehouses 
are obligated to make deliveries on authorized controlled material orders in 
preference to other orders when the items are in stock. 

3. Has the Iron and Steel Division been able to render effective assistance to persons 
who have been unable to place tickets? 

We believe that we have been able to render effective assistance to persons who 
have been unable to place tickets by making arrangements directly with the 
mills for the placement of such tickets. Our records show that requests for 
assistance have come from holders of tickets representing less than 1 percent of 
the estimated first-quarter steel production. 
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4. The committee has noted that direction 3 to Order M-—1, which, in effect, allows 
steel mills to choose their own customers up until 15 days before lead time, has been 
incorporated into the order. Do you believe small firms have been adversely affected 
by the freedom given the mills to select customers? 

In our opinion small firms have not been adversely affected by the privilege 
given customers and steel mills to negotiate their own contracts. In view of the 
fact that thousands of small buvers of long standing deal directly with producers, 
we believe that small business has benefited. 

5. Do you believe this system has any great advantage over a first-come, first-served 
system of accepting orders? 

The Iron and Steel Division believes that permitting buyer and seller to seek one 
another out is more desirable than the mandatory requirement of acceptance of 
orders on a first-come, first-served basis. Supplier as well as producer may be 
either large or small business. We believe that the freedom of buyer and seller to 
choose the firms with which to do business is fundamental to the American system 
of free enterprise. This system also saves a large amount of unnecessary cross 
hauling, eliminates confusion in order systems of both mill and customer, and 
permits the mills, which vary considerably in their capacity to produce different 
sizes and types of items, to utilize their distinctive facilities in filling the type of 
order which will yield the highest production. The disruption of normal order 
handling which arises from a strict first-come, first-served system results in less 
efficient utilization of facilities and manufacturing know-how. 

6. Has any space been left on mill books for steel products in tight supply by the 
beginning of the 15-day period in which orders are taken on a first-come, first-served 
basis. In other words, has this 15-day period given any actual protection to manu- 
facturers who have no established mill source? 

There has been space available at the beginning of the 15-day period, but not 
for all products and not on all mills. As stated above, the small percentage of 
requests for assistance would seem to indicate that those manufacturers who have 
no established mill source have been benefited by this 15-day period. 

?. You have te stified that CMP orders m 1y now be carried over from one quarter 
fo the nezt. What is the estimated carry-over of steel from the first to the second 
quarter? ’ ‘ 

The estimated carry-over of steel purchase orders from the first to the second 
quarter is two to three weeks. 

8. What is the average t me-lag in filling orders carried over from the first to the 
second quarler? 


Carry-over tonnage is the first obligation of the producers. 
DECONTROI 


The determination of appropriate methods of decontrol does not fall within the 
functions or responsibilities of the Iron and Steel Division. Therefore, this 
question has been referred to Mr. William C. Truppner, Assistant Administrator 
for Production and Distribution Controls, DPA, who will cover this question in 
his letter to you. See p. 693. 

ATTRITION 


1, 2, and 3. These questions, which relate to estimated rates of attrition and 
the chief causes of attrition, have been referred to Mr. George Steiner, Director 
of the Requirements Committee Staff, Office of Program and Requirements, 
DPA, who will answer them in his letter to you. (See pp. 696-699. 

}. Has the Iron and Steel Division made any investigation to determine the specific 
lines of manufacture where attrition is occurring at the greatest rate? In other words, 
are manufacturers of certain types of civilian products turning in a greater than normal 
portion of their allotments? 

The Iron and Steel Division has not made an investigation to determire the 
specific lines of manufacture where attrition is occurring at the greatest rate. A 
reply to this question is contained in Mr. Truppner’s letter of even date herewith. 
(See p. 691.) 

5. If a holder of a CMP allotment decides not to use the full portions of the allot- 
ment, 18 he not required to turn the allotment back? Have manufacturers generally 
been complying with this requirement? 

A person who has been allotted controlled material is required by section 18 (b) 
of CMP Regulation No. 1 and by section 18 (b) of Revised CMP Regulation 
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No. 6 to determine as of the first of each month whether he has been allotted 
more controlled material than he anticipates he needs, and to return the excess 
if he finds he had been allotted substantially more than he needs. As of March 
25, 1952, NPA has received 23,451 voluntary returns of allotments on Form 
CMP-12, the form designated for this purpose. It would appear from the 
volume of these returns that manufacturers generally have complied with the 
requirement to return unneeded allotments. 

6. How long may a holder of a CMP allotment hold it before he is required to 
make a decision whether to use it or not? 

A CMP allotment bears a calendar quarter designation and is valid only in 
relation to purchase orders placed for delivery during the quarter thus designated. 
Consequently, a holder of a CMP allotment must decide whether or not to use 
such an allotment before or during the quarter for which it is valid. 


DIRECTIVES 


1. Is there any way to eliminate the necessity for issuance of such directives or 
to decrease them below present leve ls? 

So long as there are urgent and unforeseen demands to meet the needs of para- 
mount programs such as those of the Defense Department and the Atomic Energy 
Commission, it will be necessary to issue directives directing the mills to speed 
up deliveries of orders already accepted or to accept new orders. 

2. Does the necessity for directives indicate that CMP is not measuring up to 
the claim that the normal allotment procedure provides a ‘‘certified check’’ for materials? 

The fact. that directives must be used in some cases to fill urgent and unforeseen 
demands does not indicate that CMP is failing to measure up to the claims made 
for it. In fact the comparatively few directives that have been required to date 
where the volume of the programs involved is taken into account, leads to the 
conclusion that CMP is living up to such claims. 


Eve lirective carries with it the danger of depriving other consumers of mate- 
rials and of disrupting their production schedules Has this been a serious problem to 
date P 

From January 1, 1952, through March 21, 1952, total steel product tonnage 
directed for a purposes has been 283,000 tons which is less than | pe reent of the 
estimated first quarter production. In view of this small ratio, it can be readily 
seen that the issuance of directives has not created any serious danger of depriving 
other consumers of material or disrupting production schedules 

tf and 5. Ti e questions have been referred to Mr. William C Truppner, 
Assistant Administrator for Production and Distribution Controls, DPA, who will 
answ { m it s letter to vou See pp. 693, 694 

COMPLIANCI 
from the viewpoint of the Iron and Steel Division 

] fin Jar sary 8 the Wal Street Journa quoted several regional durectors of 
N P 1 fo the « lect that 60 percent o more of the plants checked by compliance officials 
had ry fy es ercess of the permiss hle a nount From jour own experience, do 
you be eve that a arge numbe ot manutacturers are v olating slee inventory requla- 
tions? 

The Iron and Steel Division is charged with no responsibility concerning inven- 
tories in the hands of manufacturers using steel in the production of their prod- 
ucts Accordingly, this question was referred to Mr. Robert H. Winn, Assistant 


General Counsel in charge of enforcement proceedings, and his answer follows: 
The newspaper article referred to assumes incorrectly that any holder of inven- 


tory of any item in excess of the maximum specified in the inventory regulations 


is in violation. CMP Regulation No. 2 prohibits the acceptance of delivery of 
items of controlled material if the inventory of such items is, or by such receipt 
would become, in excess of the maximum permitted. However, it should be 


clearly understood that the mere possession of more than a 45-day supply or a 
practicable minimum working inventory of a particular item does not violate the 
regulation. There are several situations in which acquisition of quantities in 
excess of the generally permitted levels may be lawful. Thus deliveries made 
prior to the delivery date specified by the user and shipments made prior to in- 
structions to reduce, postpone or cancel a delivery may be received even though 
they result in inventory holdings which exceed the generally prescribed maximum. 
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Similarly, imported material, minimum mill runs, and special items which were 
produced prior to cancellation may increase inventories without violating the 
regulation. 

It should also be noted that since under CMP Regulation No, 2 inventories are 
maintained on an item basis, a concern using numerous different items may be 
in compliance with respect to the great majority of its items but may have exceeded 
the permissible limits to a minor extent with respect to a single item or a small 
percentage of items. In the absence of wilfulness, this type of situation can 
ordinarily be dealt with by educational techniques, or in border-line cases, by 
letters of admonition. 

While a considerable number of petty violations may exist, they have no 
important impact upon the successful operation of ¢ MP. On the other hand, 
substantial or wilful viclations have been found in very few of the total number 
of cases examined. The vigorous corrective action which has been taker 
of substantial or wilful viclation has had, we believe, a salutory effect, and we have 


observed no trend toward increasing violation of the inventory regulations 


in cases 


» Do you believe that present inventory regulations are realistic and workabdlei 
? 


Would you recommend any changesi 

In view of the generally successful operation of the Controlled Materials Plan 
it appears that the present inventory restrictions o1 steel. vis. a 45 davs supply, 
are somewhat too restrictive and a proposal is in process to increase the inventory 


amounts to 60 days In addition, it is proposed to relax the inventory restrictions 
by giving the user the option of applying the limitations either to classes of con- 
trolled steel materials or to individual controlled steel material items 

8. During the third quarte a number of manufacturers apparently had duplicate 
orders on the books or had ordered more materials than they ere allotted Have 
these conditions heen corrected since then? 


Assuming that allotment holders had in fact placed double orders without 
appropriate cancellations during the third quarter of 1951, the resulting excessive 
orders were cleared out of the system by means of Direction 7 to CMP Regulation 


No. 1, which provided a cutoff on carryover orders placed under third quarter 
allotments Since that. time the reasonable level of order backlogs at mill levels 
clearly indicates that the problem of duplication of orders has been minimized, 
4 H rs the prem ”"- e market n steel declined in recent eeks? What do 
you helieve caused L change th ti is market? 
The premium price market in steel has declined in recent weeks The fact that 


supply and controlled demand have come into substantial balance appears to us 
to be the principal reason for this decline 

the distributior f ste } h co l he alleviated b more eflect ‘oe compliance ith 
regulations? 


Problems of steel distribution are onlv incidentally affected by the degree of 


compliance and enforcement activity While serious problems might arise if 
there were no such activitv. we believe that the number and extent of violations 
are at present within normal and reasonable limits, and we do not think that 
compliance is a factor of any considerable consequence in relation to current 


problems in steel distribution 
Sincerely yours, 
J. D. Darpy, 
Director, Tron and stee Dir Silo, 
Frank T. McCue, 


Assistant to ti Director, Tron and Steel Division. 











582 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


AFTERNOON SESSION 


_Mr. Burton. We will call the meeting to order. Will Mr. Roger 
E. Allen, the Acting Director of the Office of Materials, Small Defense 
Plants Administration, be good enough to step up? 


STATEMENT OF ROGER E. ALLEN, ACTING DIRECTOR, OFFICE OF 
MATERIALS, SMALL DEFENSE PLANTS ADMINISTRATION; 
ACCOMPANIED BY CLEMENT A. DUCY, DIRECTOR, MATERIALS 
DIVISION, SMALL DEFENSE PLANTS ADMINISTRATION 


Mr. Auten. Before joining Mr. Taylor’s staff I was a consultant with 
the National Production Authority on Ireland’s staff in the Ferro- 
Alloys Division and then in the Metals and Minerals Branch for about 
a year. That is a preface to my statement. At the present moment 
I am the Acting Director, Office of Materials, Small Defense Plants 
Administration. 

Mr. Congressman, I take it you want me to read my statement. 

Mr. Burton. I believe that would be the best procedure. Then, 
when you are through, we will have questions for you, following your 
Statement. 

Mr. ALLEN. Yes, sir. 

Congressman Clarence G. Burton has asked me to testify regarding 
the problems of small firms in obtaining an adequate amount of con- 
trolled materials and I welcome the opportunity to discuss this subject. 

Section 714 of the Defense Production Act of 1950 spells out the 
intent of Congress with reference to the material problems of small 
business. In view of the limited authority granted the Small Defense 
Plants Administration by the act, and because the determination of 
programs and the complete allocation of the controlled materials is 
vested in the Defense Production Administration (DPA) administered 
through specifically designated claimants and NPA _ operating 
divisions, it is evident that 

(1) SDPA has no materials to allocate. 

2) Assistance in the material area must be confined to the 
protection of smati business in the preparation, decisions and ad- 
ministration of allocation programs. 

(3) SDPA must protect small business by consulting with other 
Government agencies in the analysis of problems leading to orders 
and regulations, the preparation of such orders and regulations, 
and the final approval and issuance of said orders and regulations. 

(4) Assistance to individual identified small businesses in their 
material problems is confined to supporting justified claims 
through the established procedure of other government agencies 
(the claimants and/or NPA operating divisions) with reference 
to supplemental allotments, hardship cases and correction of 
administrative errors. 

Following out this fundamental conception of the participation of 
SDPA in the materials problem, we have taken the following steps: 

(1) Our Administrator is an official member of the DPA 
Requirements Committee which is made up of 14 top-level 
Government Claimant and NPA officials. As director of the 
Office of Materials, SDPA, I am Mr. Taylor’s alternate on this 
committee. 
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(2) I am an official member of the DPA Program Adjustment 
Committee. This committee is the working committee of the 
DPA Requirements Committee, hearing appeals, requests for 
adjustment, analyzing programs and seve ying preliminary 
determinations for the official action of the DPA Requirements 
Committee. 

(3) L am an official member of each NPA Operating Division 
Requirements Committee, (approximately 30) represented by 
alternates from my staff when necessary. 

With this representation we are in intimate contact with the build-up 
of the original stated requirements in the NPA Operating Division; 
we participate in all the analyses of these as well as Claimants’ require- 
ments in the Program Adjustment Committee and assist in developing 
the preliminary determinations; as a member of the DPA Require- 
ments Committee we participate in the final authentication of the 
programs each quarter; in the NPA Operating Divisions’ Require- 
ments Committees we participate in the adjustment of the allocation 
programs to reflect the determinations and allocations made by DPA 
to the specific NPA Operating Division concerned. 

By these means, we are continually striving to protect the small 
business area by insisting, with respect to materials that ‘‘a fair and 
equitable percentage thereof shall be allocated to small plants.”’ 

A further protection to small business is afforded by means of 
formal attendance at the Order Clearance Committee of NPA. This 
committee reviews each and every order prior to its issuance by NPA, 
At these meetings or prior thereto, we have an opportunity of sug- 
gesting or recommending changes in proposed orders that will alleviate 
undue restrictions or protect the small-business interests with reference 
to the subject matter of the order under consideration. 

In order to be cognizant of conditions throughout the economy, 
members of the staff of the Office of Materials, SDPA, attend many 
Industry Advisory Committee (IAC) meetings. These Industry 
Advisory Committees are made up of big business, small business, 
and geographically spread memberships. Information garnered from 
these meetings points out conditions affecting small business and helps 
guide us in any action that we take. 

In Congressman Burton’s invitation, he suggested that the com- 
mittee wanted to discuss principally the problems of small firms in 
obtaining an adequate amount of controlled materials. This, then, 
pinpoints the question ‘‘How has small business fared under the 
operation of the Controlled Materials Plan (CMP)?” 

In my opinion, the Controlled Materials Plan is not only the most 
favorable method of distributing material but it also affords the 
greatest protection to the small-business area. The results, however, 
are directly proportioned to the competency and adequacy with which 
this plan 1s administered. (In contrast to the CMP program it was 
and is clear that a system of distribution based on a priority arrange- 
ment to protect direct defense programs left the balance of material 
open. In this open area big business, because of its power, ability, 
expediting know-how, previous and future customer-producer re- 
lationship, and sometimes even favoritism, is always able to dominate 
the situation. As a result, small business cannot possibly get its fair 
share of material.) 
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In the allocations of A products (vertical allocation) under CMP, 
the only help that small business needs is to make sure that it is 
provided with the proper material that has already been allocated to 
the specific A product programs. 

In the allocation of B products (horizontal allocation) under CMP, 
which is almost entirely administered through the NPA operating 
divisions, the nature of the allocating system is such that the small- 
business area is not assured of its proper participation in material 
distribution without continuous and vigorous attention of SDPA, 
the only agency that Congress has set up to be the official spokesman 
and advocate of the small-business man. 

B product items (including everything but A products such as 
tanks, airplanes, and so forth) are classified into product codes. All 
these product codes are assigned to specific NPA operating divisions 
for administration. 

The NPA operating divisions administer the allocation program 
on a formula basis established in relation to an identified base period. 
The difficulties of administration, the element of timing, and NPA’s 
interpretation of the Defense Act, result in a mathematical hori- 
zontal allocation of controlled materials to product codes in relation 
to an established base period. Direct defense and defense-support- 
ing items are maintained as near screened requirements as possible. 
The area of civilian or nonmilitary product codes is administered by 
developing a formula restricted to the quantity of material available 
after the defense and defense-supporting items are taken care of. It 
is therefore evident that this latter programming is at a severely 
depressed rate. 

Where small business participates in product codes that are direct 
defense or defense-supporting, the allocation program itself affords 
plenty of protection of those small-business concerns identified with 
this area. 

The impact of material shortages for small business lies largely in 
the civilian and nonmilitary items. Since the allocation in this area 
is at an extremely low level, and since NPA arbitrarily assesses the 
essentiality of product or product codes when developing the program 
for this area, small business, even in the preferred codes of this group, 
is severely handicapped by low-level allocations and in the less 
favorable codes, the result is disastrous. 

SDPA is identified with, sponsors, and supports three corrective 
actions (1) the raising of the general level of allotments in the civilian 
and nonmilitary areas, believing that this can be done without dis- 
turbing the legitimate defense programs and/or defense-supporting 
activities; (2) the elimination of bands of essentiality within the civil- 
ian and nonmilitary area, believing that unless a shortage of specific 
products exists, all civilian production is entitled to equal treatment; 
(3) the correction of the erroneous conception of “equitable distribu- 
tion’ as contained in the mathematical horizontal allocation method 
being used in NPA. There follows an analysis of these three points: 

(1) Greater importance must be attached to the small-business 
area of the general economy, particularly that portion which is 
not able or has not been able to participate in defense and defense- 
supporti»g programs. This conception must be more actively 
accepted in establishing the allocation programs by both DPA as 


well as NPA. 
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(2) SDPA takes the position that unless there is an identified 
shortage, it is just as umportant to maintain one segment of the 
small-business economy as another. Until identified shortages do 
exist, there is no reason for favoring one industry or product over 
another. 

(3) SDPA believes that a “fair and equitable distribution,” 
after military needs are taken into consideration, should be made 
in relation to the needs of the individual companies rather than 
a straight mathematical formula based on horizontal allocation 
by product codes. Because the adoption of this premise would 
not be entirely feasible due to administrative and timing diffi- 
culties, SDPA originated and has jointly worked with NPA in 
developing the small-business hardship program that is being put 
into effect the second quarter of 1952. 

The small-business hardship program provides for the regular 
allocation of material to the civilian codes in accordance with the 
NPA established formulas. It further provides for a reserve to be 
used to channel additional material to qualified single-purpose com- 
panies on supplemental allotments. This additional material then 
has the effect of permitting distressed companies to receive more 
material than the basic mathematical formula dictates. 

SDPA believes that to protect adequately small business in material 
problems it is necessary to integrate forcefully the SDPA influence 
into the policies and criteria used in developing the allocation programs. 
However, we believe that the actual allocation of the material should 
remain in the hands of the existing allocating agencies cither in Wash- 
ington or in the field offices under the control of the Washington head- 
quarters. 

In view of this, to perform competently our functions, it is impera- 
tive that the Office of Materials, SDPA, have intimate, direct contact 
with all levels in DPA and/or NPA. To further this, the Office of 
Materials has been organized into branches corresponding to the 
bureaus in the basic organization of NPA. By this method, we are 
better able to have intimate contact with the problems and personnel 
of the NPA bureaus because our personnel will be technically equipped 
and will be confined to definite areas of operation. 

There has been resistance in NPA to this program of integration 
with the attempt to channel our contacts with NPA through a single 
door, namely the Office of Small Business, NPA. From the stand- 
point of SDPA, this is entirely unsatisfactory. Due to the magnitude 
and complications of complete control of materials in DPA and 
NPA, adequate protection to small business in material distribution 
policy and programs cannot possibly survive under this handicap. 

Mr. Daumas. Mr. Chairman, I would like to interrupt if 1 may. 

Mr. Burron. All right. 

Mr. Damas. Has that matter been worked out to the entire satis- 
faction of the SDPA and the NPA? 

Mr. Auten. | would say since dictating this report there has been 
& very, very active change in their attitude of cooperation and it is 
showing much change—in other words, in doing the things that we 
have been asking for here. 

Mr. Damas. In other words, certain administrative orders to 
which SDPA objected have been revised? 
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Mr. Auten. There have been revisions or they are being revised 
and contacts themselves with NPA top-level officials are being put 
on a basis of cooperation that we had not had before this was dictated. 
This happened in the last few days. 

Mr. Davmas. And that has been worked out between Mr. Taylor 
and Mr. Fowler, so there is no question about its authenticity? 

Mr. Auuen. That is right. 

Mr. Daumas. Thank you, sir. 

Mr. Burton. Proceed, Mr. Allen. 

Mr. Auten. A tentative arrangement with NPA routes matters of 
spot assistance in obtaining emergency allocations of material for 
individual companies through the NPA Office of Small Business. I 
do not believe this arrangement is the most satisfactory. Such pro- 
cedure merely adds one more step in the handling of these spot- 
assistance cases. In addition, SDPA has no control over the effective- 
ness of the presentation and is forced to forego consultation with the 
appropriate NPA officials who must pass upon the merits of such 
cases. Further, this office has no direct or immediate knowledge of 
the decisions reached in the specific cases, thus is unable to counsel 
the small-business man seeking aid with respect to further measures 
of action that are available to him. 

Mr. Evins. May I interrupt to ask why? Why were you not 
permitted to have consultation with these officials? Why were you 
not able to counsel with small business? 

Mr. Auten. At the present moment there is a tentative arrange- 
ment between Mr. Taylor and Mr. Fowler in which all requests for 
assistance to small business as individual cases must be channeled 
through the Office of Small Business and forwarded from there to 
the operating divisions, the respective operating divisions of the NPA. 

We do not like it. 

Mr. Evins. And you cannot even consult with them? 

Mr. Auuten. Oh, | would not say that but—— 

Mr. Evins. Well, you so said in your statement. 

Mr. Auuen. It is not free and easy. We do it if we can do it, by 
brute force and awkwardness, you might call it, I mean the routing 
and procedures and so forth, they are to go through the Office of 
Small Business. 

Mr. Evins. And SDPA has no control and is forced, according to 
your statement, “forced to forego consultation’’—you say ‘forced 
to.”” Who forces you? 

Mr. Auuen. Well, if we follow written procedure orders issued by 
NPA, that is a true statement. It is their own internal order. 

Mr. Evins. And you have got to follow written orders of NPA? 

Mr. Auten. Do you want a true answer? 

Mr. Evins. In your agency—yes, I do want a true answer. 

Mr. Auten. If you want a true answer, I disregard them when 
they do not disrupt things, but I probably have no business doing it. 

Mr. Evins. More power to you. 

Mr. AuLEeN. In addition to the above facts, it is reasonable to con- 
clude that as the official governmental spokesman and advocate of the 
small-business community, the recommendations and personal consul- 
tations of SDPA staff membes in such matters will be accorded more 
favorable consideration by the NPA officials making such adminis- 
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trative determinations than if such representations were made by just 
another subdivision of an office within NPA, and that is the other 
paragraph supporting our position. 

Mr. Dautmas. The NPA industry divisions do not object to your 
dealing with them, do they? 

Mr. Atuen. No, so far as I know—this is only personal observa- 
tion—they do not. But they have had a written order issued in 
NPA which does not govern us but governs them in which they have 
instructed them to take the orders through other places. 

Mr. Daumas. That is the order Mr. Taylor and Mr. Fowler are 
working out? 

Mr. Auten. Yes, but the spot system is still there as it was, and I 
still contend that is not the most efficient way of doing it. 

The Office of Materials, SDPA, wishes to make the following 
recommendations : 

(1) There should be no abridgment of the official representa- 
tion by SDPA on the DPA Requirements Committee, the DPA 
Program Adjustment Committee nor in the participation in the 
DPA staff work with reference to these committees. 

(2) There should be no abridgment of the official representa- 
tion on the NPA Requirements Committees nor of the formal 
attendance at and participation in the NPA Order Clearance 
Committee. 

(3) SDPA should retain the right to determine the extent of 
its attendance at NPA Industry Advisory Committees. 

I would like to put in an aside on that. 

We were asked to consult with the Office of Small Business which 
ones we should attend. We do not take that stand. We do attend 
the ones we can get information out of, if they do not refuse the in- 
vitation. It is all by invitation, and therefore we have to get that. 

(4) There should be no abridgment of the duties and respon- 
sibilities imposed by Congress of direct consultation with the NPA 
operating divisions and their personnel with respect to policies, 
distribution programs, and assistance for individual small busi- 
nesses. 

I would like to put an aside on that. 

Since yesterday there has been a very great change in their coordina- 
tion and cooperation. I think that the problem we have been facing 
when I dictated this is beginning to be smoothed out because I think 
there has been finally a much better coordination and cooperation. 

(5) That the responsibility for establishing the policy, criteria, 
and individual actions in connection with the small-business 
hardship program be placed in the hands of SDPA rather than as 
now vested in the NPA Office of Small Business; NPA to retain 
the responsibility of providing the reserve to operate this program 
and to maintain the responsibility of issuing the necessary supple- 
mental allotments. 

(6) That a reserve be established in NPA earmarked for 
small-business hardship cases to be administered by SDPA. 
(This reserve may be combined with the reserve mentioned 
above and both types of assistance to small business can be 
administered by SDPA out of the same reserve.) 

Mr. Burron. Thank you, Mr. Allen. 
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Now, what comments do you have on the self-certification program 
and the field processing of applications for small amounts of controlled 
materials? 

Mr. ALLEN. Well, on the self-certification there has been a change 
in production meterials. I have not got the exact figures, but steel 
was quoted from 5 tons up to 30 tons. That is not a complete state- 
ment, though. It is 30 tons or its previous history, whichever is less, 
and I think that is a very good provision because it keeps the use of 
steel at least not beyond the previous going rates, so that we might 
not have a running out of control 

Mr. Burron. Thirty percent over what basic period? 

Mr. Auten. I think the period is 6 months prior to Korea. Most 
of the programs are for that, but there is some variation and I could 
not tell you without looking it up. 

Now, I do not think you should confuse production steel and 
construction steel. The two things are separate, but I think that this 
morning in the difeussion we were getting some of them mixed up. 

In the construction field there is a self-certification in home and 
housing at one level, and there is a self-certification in commercial or 
the other type of construction. Both of those areas 

Mr. Burron. Do you happen to know the amounts? 

Mr. Auten. I can tell you the amount that I think will be in effect 
as of today In ¢ ommerci al it is 5 tons of steel and in houses it is 
1,950, I think, approximately, pounds; approximately a ton. There 
is a raise, I think, from 2 tons to 5 tons in the construction field, 
which will permit a lot of store building and ‘that type of building to 
go on that did not go on before without getting tickets. betel 

That is the total amount this morning, I think, from the testimony 
about self-certifieation 

Mr. Burron. That is automatic? 

Mr. Atien. That ts automatic 

Mr. Burton. No certification is needed from headquarters? 

Mr. Auten. If a man wanted to build a 2-story building and he 
needs beams to hold the floor up and if it would not go over 5 tons, he 
can get it 

Mr. Burron. He can get it? 

Mr. Auten. Yes, sir. That was a raise over what it was in the past. 

Now, in your manufactured field there is a 30-ton limit now instead 
of the 5-ton limit. 

Mr. Burton. Would you suggest anv further changes? 

Mr. Autuen. I would like to see a study made as to raises but I do 
not think that anvhody can simply state a figure and say, ‘This 
raises this up to a quantity’’—in line with Mr. Dalmas’ suggestion, 
because if you confined it only to the things vou are talking about, 
which is structural steel, that is all right; but the minute that you do 
that then vou change the balance of everything, other items such as 
copper and alumijum and sheet metals and ducts, heating compo- 
nents and everything else 

_So, if you want to be able to raise that self-certifying level, then 
you have got to study what is going to go into it, what is going to be 
done and everything else by that. 

If you can carry it; yes. That has been the effect of the raise from 
5 to 30 and from 2 to 5 in the straight commercial store buildings 
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which are such as the drug stores and places that are needed in all 
small localities, but it does not let you go ahead on big buildings. 

Mr. Dautmas. Have we in your opimion reached the point where we 
can extend those self-certification allotments, or should they be limited 
to present tonnage? 

Mr. ALLEN. I would not want to make an answer without having 
the facilities of the technical staff of the NPA and the DPA, to see 
what effect that would have on the other elements such as copper 
and aluminum and other components. If you do not keep this in 
balance, then you have got into a worse situation than today. 

It has to be balanced 

Now, whether this is the right spot, I cannot tell you. 1 think the 
area should be raised as fast as you can be raised, but we do not knew. 
Whether it can stand I do not know. 

I do not think we have enough experience to get any history on 
this, which went into effect this quarter. 

Mr. Burton. Does it affect the third quarter? 

Mr. Autien. The second quarter, but we do not have any history, 
we do not know what the impact is going to be. 

Now, | do think it should be upped as fast as it can be upped. 

Now, I would like to make a comment, if I may, before you ask 
me a question about it. You asked a question on the steel industry, 
about when they are going to be in balance. Now, I think the answer 
was made without giving the premise of the question, say, 9 months 
or 10 months or something of that kind. 

Now, you must remember that you have got a defense impact that 
has been made available by taking it away from your consumer 
durable goods and some other types of material. If you allocate 

Mr. Burron. Not entirely ; you have a considerably increased 
production in that. 

Mr. Auuen. That is right, but you have that area now, and if 
they maintain about the same allocation program they have now and 
carry it, then I think that they get in balance somewhere along—along 
what | am talking about, but if you bring the parts that were cut down, 
as in copper 30 percent, if you bring that up to normal open markets 
where it reaches where it was or pretty close, you will not get a balance 
in9 months. Iam scared somebody is going to get the wrong impres- 
sion about this thing and say, ‘Here, all you got to do is to take the 
controls off.”’ 

I think that would raise chaos because there are so many other 
elements. If you were talking about steel with no other elements, 
then you can realize it pretty good, but across the board, the recom- 
mendation I have made is that the CMP program is working now, 
and it is beginning to bring forth things we want to know. 

The major set-up Is to be able to move fast in the high levels of 
allocating groups and channel additional tickets or additional help 
into the areas as fast as they become identified. 

Now, that channelling can be done by raising your self-certification 
or it can be done by channelling a certain type of tickets into places 
where it can be done and by removing a control entirely from the 
production when you can measure the product, like stainless steel. 

Mr. Burton. Well, may I ask to what extent has the small-business 
hardship account been utilized? 


87918—52—pt. 44 








590 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


Mr. Atuien. The small-business account has just been started, 
Congressman. It is effective in the second quarter, and the first 
go-down—we set up in the reserve 1 percent of the—no, one-half of 
1 percent of all the consumer goods types of NPA divisions and one- 
quarter of 1 percent of all other NPA divisions material for this hard- 
ship account. 

We have not yet had the requests from the companies themselves 
and therefore they have not been evaluated and I do not know how it 
will go. 

My guess is that is not enough. Our recommendation is that 
reserve be strengthend a great deal. 

There is some aluminum and copper that is going to be spread 
tomorrow and I am going to ask for a great deal to be put in this area 
and I think that Mr. Fowler supports that picture, judging from when 
I talked with him yesterday. 

Mr. Burron. You feel the plan requiring a small business to qualify 
for that accrual is too limiting? 

Mr. Auuen. Yes, I do, but there had to be a start. 

Do not forget, when we first developed this thing, the material 
picture all across the board was much tighter than the present moment. 

As the conditions of material supply begin to show softness then we 
should be taking counteracting actions by raising limits or making the 
compensating moves without taking off the controls, and one of them 
certainly is to bring this hardship business up to a more livable and 
more lenient place, as we go along; but not just to make it 2 percent 
across the board to Frigidaire and Kelvinator and John Jones and 
Bill Smith, but to where it will do the most good. That is the theory 
we have been working on. 

Mr. Burton. There has been a decided softening? 

Mr. AuueN. In some areas and only some and perhaps that may be 
exaggerated. 

Mr. Burron. Is that not general? 

Mr. AtLeNn. I would not say it was; no, sir. 

Mr. Burton. From the best information we could get, it applies 
to most commodities, and I am wondering whether steel was not 
following the same pattern. 

Mr. ALLEN. Well, I sit, as you know, on the DPA Requirements 
Committee and on the DPA Program Adjustment Committee and 
they have quite a staff. 

Now, the lowest requirement is 150 percent of the known supply. 

Now, you have got a break on it because the allocations are so low 
and the minute you open that up a little bit, you will not have any 
appearance of it, except in some isolated cases first. Second, I think 
the NPA divisions have done a swell job in their attempt to build up 
warehouse stocks. Now, whether they are going to do a swell job 
getting it to the consuming people or not, I would not be able to say. 

But, about building up all three—copper, aluminum, and steel— 
the aluminum actually is about 60 percent of normal by weight, but 
they did not want anybody to be walking in and saying, ‘There is a 
lot of aluminum here,” when in truth it may be 2 or 3 percent—and 
by weight I think the aluminum is 60 percent of normal. 

I think some certain items because of the 60 percent or 70 percent 
put on the automobile business, that there has been some build-up 
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and my guess is that some of that build-up was illegitimate, too, 
because of bad inventory in the beginning. 

I think you will find the flats are pretty full, I am pretty sure, in 
most areas where it was investigated, and I think this price cut in 
January is an isolated case. 

Mr. Burron. It apparently is not confined to January but it is 
rather general. We have indications of a decided easing of the situa- 
tion. 

Mr. Atven. On the flats, yes; and | think that is where it is, in the 
flats. 

You cannot cut automobiles 1,500,000 to 900,000 without having 
available facilities and without disturbing going rates. Inventories 
that were not used up in that area are soft, no question about that, 
but you cannot correct it by letting the automobile people use it be- 
cause then they have got to have copper and aluminum. You have got 
to have a balance of the whole thing or it will fall apart. 

Then, where you have got to protect the defense program, which now 
begins to be some kind of a feasible use program—and by the same 
token they are turning back some copper and aluminum and that is 
being fed back to an availability of materials, which gives a more 
realistic picture in the handling of the material in the other divisions. 

Now, the steel division does not handle that. The DPA gives that 
to the other divisions. The steel people make it and they try to 
balance their rolling-mill schedules by the information given them by 
the Atomic Energy and everybody else, but the steel people are the 
producing people and not the allocating people. 

We have got to integrate all of those things and it is a major and 
complicated set-up. 

Now, I say it is softening, and if it is softening, then it is softening 
in spots and the method, in my opinion, that should be used is to have 
the machinery to strengthen those spots when they are identified and 
give the benefit to the place it was taken from in the first place, which 
is the small-business area and the consumer-durable-goods area. 

So,when you find out that your programs are leveling and you have 
got so much to put back, then put it back in that area where it was 
taken from in the first place, and then I think it is going to do some 
good to the program, more good than anything I can think of. 

Mr. Burton. Coming back to the small-business hardship accounts, 
do you feel that the SDPA has been given sufficient voice? 

Mr. Auten. Well, the SDPA originated the hardship account as a 
feasible method of breaking a mathematical allocation and product 
code of 30-percent base period to Frigidaire and to Kelvinator and to 
John Jones, and so forth. We originated it. 

Now, there is no way of gaging, without having some experience, 
what tonnage is involved. We took an arbitrary figure in order to 
get it started. 

It started this quarter. We have no figures on it, except Mr. 
Fowler stated yesterday with the additional material, it will be chan- 
neled in there to make sure that the small-business hardship account 
is protected and that it was hoped that 100 percent of the legitimate 
demand would be protected—but the reserve on that basis, in my 
opinion, was not enough, but at least it was a start. 

Mr. Burton. In your statement, I believe, you recommend that 
the bands of essentiality for civilian production be eliminated. 
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Mr. Atuen. Yes. The position we are taking is that it is just as 
important for them to make jewelry items in Providence and North 
Attleboro where there are people working and paying rent and buying 
things as for the man making toasters in Sunbeam Electric Co. in 
Chicago. 

So long as there are no civilian shortages in those items, it is impor- 
tant to maintain business segments wherever we can, whether it is 
Detroit or Birmingham, Ala., or some other town, such as some small 
town in Kentucky where we heard a problem the other day. 

In other words, we do not think that jewelry should be admin- 
istered at 10 percent or 15 percent and toasters at 30 percent, as long 
as there is no identifiable shortage of civilian goods. 

Now, there are some few items that are appearing and the Office 
of Civilian Requirements is pointing out that need watching and those 
may have to have a higher going rate than something else because of 
the consuming public’s demand of the item. But, across the board 
it has not occurred yet. 

Mr. Burron. Some products have been classified as more essential 
than others 

Mr. ALLEN. Yes, sir. 

Mr. Burvron. Do you feel that that has been realistically applied? 

Mr. Auten. Well, sir, for me to answer that, you would have to 
tell me, realistic from what standard? 

Now, there is no question in my mind that a bed is more impor- 
tant than a venetian blind. Now, if you have got both of them—lI 
don’t know. I mean, I cannot tell you that. 

Mr. Burron. But from your point of view it would seem that 
those determinations have been fairly made, in your judgment? 

Mr. Atuen. Oh, | would say that on the whole NPA has done a 
very, very good job, with a very complicated set-up. 

Now, there has been more emphasis on defense and defense sup- 
porting than probably is necessary, because they wanted to be sure 
that we did not handicap the program. 

We are afraid to cut, because maybe it was too deep, and therefore 
the places that carried the load were down in the civilian and small- 
business group, and then to make that fairly feasible, they made 
that into bands like venetian blinds and so forth at 10 percent of 
their copper or aluminum, something of that kind. 

Well, it is shaking out now, and we get one band of essentiality, 
and that can be supported, unless you have a certified shortage of 
refrigerators or a shortage of bicycles or something—and there is not 
any at the present moment. 

Mr. Burton. You say there is not any at the present moment? 

Mr. AuLen. No, no apparent shortages of those things; not an 
urgent shortage. 

Mr. Burvron. Consumer goods are in ample supply in almost all 
fields, then? 

Mr. Auten. There are a half a dozen items. I think the office of 
Civilian Requirements Committee is studying it, and they are in 
intimate contact with it and they feel those need attention, but there 
are half a dozen or maybe 10 at the outside of them. 

Mr. Burton. Do you have a question, Mr. Evins? 

Mr. Evins. Mr. Chairman, | think I will ask Mr. Allen a few 


questions. 
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Mr. Allen, what do you conceive to be your duty in your job with 
Small Defense Plants Administration? 

Mr. Auuen. The biggest, I think the most responsible part of my 
duty is to protect basic allocation programs that are being developed 
by NPA and protect the orders being written for those so as to protect 
small business. 

Mr. Evins. Your official title, I think, is Acting Director, Office of 


Materials. 

Mr. AuLEeN. Office of Materials—well, we have both Materials and 
Equipment. 

Mr. Evins. Do you conceive your duty is to protect allocations of 
NPA? 


Mr. Auuen. That is right, in the interest of small business. 

Mr. Evins. Did you formerly work with NPA? 

Mr. ALLEN. Yes, sir 

Mr. Evins. And you came over to the Smal] Defense Plants 
Administration and you are carrying on the doctrine of protecting 
their orders, is that right? 

Mr. Auten. [am protecting the SDPA participation in the program. 

Mr. Evins. Well, vou just said that you conceived it as your duty 
to protect their allocations and their orders 

Mr. Atten. Then you misunderstood, sir, the statement that I 
made. 

My duty is to protect the small defense plants and their people, 
which is small business, in the issuing of orders by NPA. 

Mr. Evins. Well, you make that statement later, but you did not 
Sa! that originally 

Congress created the Small Defense Plants Administration last 
vear and gave it a specific function and duty to do. From the testi- 
mony that I have heard it seems to me that you are being strangled 
by regulations and | just wonder if this new agency which we created 
and which we thought would have some flexibility and some free hand 
is going to be strangled by regulations. 

Are you going to follow the regulations and hold them up and 
support them, or are you going to be a special pleader for the cause of 
small business in this country? 

Mr. Atiten. Well, | make some recommendations in my statement. 
One is that we be given the administration of the reserve to be used in 
hardships—to us rather than to the NPA. That is No. 1 

Mr. Evins. So you think that the Small Defense Plants Adminis- 
stration is being strangled by regulations? 

Mr. Atuen. Small Defense Plants, first, is strangled by the orders, 
by the law itself. That is the basic problem. We have no standing 
as a claimant, no standing as an allocator of material, and if you will 
read the language as far as material is concerned, it is our duty to 
consult with the agencies that are handling it in the development of 
the policies and the allocation programs and see that small business 
gets an equitable share. So, we have a consulting function, by law. 

Mr. Evins. Do you feel small business is getting their equitable 
share, after a year’s administration? 

Mr. ALLEN. No, sir. 

Mr. Evins. You seem to be making a plea for the continuation of 
the Controlled Materials Plan. 

Mr. AuLuen. Yes, sir. 
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Mr. Evins. Do you think that plan ultimately or evenutally— 
that under it small business will be able to get its equitable share? 

Mr. Auten. Yes; because we have already seen improvement in 
the area since we moved into the picture. There has been a con- 
tinuous improvement in that area. 

Now, another thing: I think it would be very, very, very fool- 
hardy to change, in any kind of an allocation program in a dual 
set-up between NPA and any other agency, that you would have 
more chaos. 

I think the arrangement you have set up now is good, and I make 
the point, however, in caps in my statement that CMP is just as 
good as it is administered, as it is handled, and that the CMP will 
protect small business if properly handled—and this is probably the 
best way to handle it. 

Mr. Evins. The point I am trying to make is that it seems to me 
that an employee of the Small Defense Plants Administration should 
be, in a measure, a special pleader, a fighter for these hardship cases, 
endeavoring to put on some service and assistance, rather than entang- 
ling the problems further with regulations and supporting the regula- 
tions which do not have the force and effect of law. If vou are just 
going to continue to go around and around in a merry-go-round, we 
are not going to get the job done. 

Mr. Atuten. Well, I cannot quite understand the comment. We 
sit on every Requirement Committee that there is in the NPA. That 
is the place where they build up the requirements and that is the place 
where they ask for the allotments in DPA. 

We also sit on the DPA set-up, in the DPA Requirements Commit- 
tee, where they split the material around. We sit on those, when they 
split the material to the individual code. That is, the handling of the 
material. 

Now, secondly—incidentally, we sit in on the committee that clears 
orders. An order that was killed this morning, we objected to it as 
putting a restriction on the use of steel strapping in small business and 
that order was rescinded this morning. Is that not right, Mr. Ducy? 

Mr. Ducy. The LAC met and approved its revocation this morning. 

Mr. Evins. What percentage of the applications in hardship cases 
has been satisfactorily adjusted through the efforts of the Small De- 
fense Plants Administration thus far? 

Mr. Atien. I would say that of the ones referred to us, that we 
have made direct contact with NPA operating divisions—I would say 
that probably 90 percent of them were given at least some measure of 
relief. 

Of those that were sent to the Office of Small Business, there are 
several of them, I do not know exactly how many, but several still 
pending with no action, where we can do it usually in the same day 
by direct contact. 

Mr. Evins. That is a good record, if 90 percent of your requests 
have been satisfactorily adjusted. That is a good record. What 
success do you have in eliminating this essentiality determination? 

Mr. Auten. That, I think, with easing and softening of the mate- 
tial situation—lI think that the NPA will come around to that same 
program. 

I think that the second quarter will not have quite the one-band 
business, but I think it is coming toward it. It is closer at the present 
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moment, and I think that the 30, 25, and 10 percent in allotments are 
now 25 and 35 percent in allotments. So, it is coming toward it. 

Mr. Evins. Well, I like the latter part of your testimony, in which 
on problems of small business you are a special pleader and helper in 
hardship cases and in eliminating essentiality bands, but I do not 
think, if I might be permitted to offer a suggestion, that you should 
support entangling alliances with the regulations and plead for con- 
tinuation of DPA and NPA and the Controlled Materials Plan. 

Mr. AuuEeN. Well, I say that as long as those programs operate, 
I want an official place at the table when they discuss these problems. 
I do not want to sit in the hallway and raise my hands and say, 
‘Please do not forget small business.”’ 

I say that there should be no abridgement of our right to sit at the 
table where they are dividing up the materials. That is the answer | 
make, we want a place at the table where they are dividing it up. 

Now, if you want to know what is the DPA Requirements Com- 
mittee, Dean Bowman represents 30 divisions of the NPA operating 
groups at that table, and he represents the Office of Small Business 

Now, how in the world can 1 man talk for 30 operating divisions 
plus 5 production divisions and then small business too? The only 
representation as such of small business has been Mr. Taylor and 
Roger Allen. 

Mr. Evins. Well, that is just the point. I am trying to get your 
position now 

Mr. Atuten. That is the point I am making, that there should be 
no change in that position. We are there now, and we do not think 
anything can affect the official relationship; and then the other part 
is that we want direct contact wherever we have to go in there, and 
not through a door 

Mr. Evins. That is all 

Mr. Burton. Mr. Dalmas? 

Mr. Datmas. Just one or two questions 

Following up Mr. Evins’ questions, about your support of the 
Controlled Materials Plan, I would like to get that clarified a little bit. 

Is it your position—I am not trying to put words in your mouth 
is it your position that we have to have controls of certain of these 
basic commodities, and if that is so, then the Controlled Materials 
Plan is the best plan so far? 

Mr. ALLEN. Yes, sir. 

Mr. Datmas. And you recommend continuance until such time as 
there is a balance of materials over the whole economy, for the defense 
and for the civilian area? 

Mr. Auten. Can I put it in my own words? 

Mr. Daumas. Go ahead. 

Mr. Auten. I recommend that CMP be maintained as the basic 
structure of control, but it must be made flexible enough to allow for 
changing conditions as they can be identified, and I do not see a 
priority system with everybody in a scramble. 

Mr. Dautmas. You are not in favor of continuation indefinitely? 

; Mr. Auten. No. I think there was a little erroneous conception 
on chrome steel. The problem of chrome steel is not only a question 
of the capacity in chrome steel, but they had a very bad definition of 

stainless steel. 
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In other words, they lumped oranges and apples into fruit salad 
and got into trouble, because the nickel stainless steel is the one thing 
that had to be controlled, and not the chrome, in the first place. 

The result was that your ticket only said “stainless steel,” and it 
was cashable for anything in the stainless-steel area; and when it was 
cashed it was cashed in the wrong area, and the other area did not get 
it; and, by the same token, it went out to durable consumer goods or 
to the people on a 50-percent or 40-percent basis, and therefore your 
metal market for the consumption items had to be curtailed artificially 
because of tying in the two groups of stainless steel together. 

Now, there is not enough nickel to take care of the defense program, 
much less the rest of it, and that is what I mean when I say that the 
CMP program has to be properly administered and kept flexible to 
reflect changed conditions as they go along, and I think it is the best 
we have until we are over the hump, in my opinion; it is the best 
protection and I am only talking about small business, too. 

Mr. Burton. Would you care to mention dates when that is in 
prospect? 

Mr. Auten. No, I would not mention dates, because I do not know 
enough about it, and I do not think anybody sitting in front of you 
knows enough. 

Mr. Rreutman. You do not seem as optimistic as the two gentle- 
men we had before the committee this morning. 

Mr. Auten. No. I think in some areas—well, look at what hap- 
pened. You give out tickets for carbon steel all over the country. 
Now, there is only an estimate as to how those tickets will come back. 
We do not know whether it will be sheet, structural, or rounds, o 
squares, or Z-bars, and so forth. 

Now, the steel division has got a continuous job and they are doing 
a good job of matching the schedules to the order boards—but you 
do not know until the tickets get back. 

Now, they set the rolling-mill schedules. In some of them you will 
have a backlog of 2 or 3 months and in others you will have open 
space. Then you have got to set up a method of using the identified 
open space, and whether it is temporary and spasmodic, for a period 
of a few days—they have got it in the a and they have already 
taken some action on it—they took action, by the way, without con- 
sultation with Small Defense Plants Administration, which is one of 
the things I am supporting in my statement—but, anyway, they did 
take action, and on the whole the action was good. 

They channeled 10 percent 

Mr. Burvron. Is it your theory that the reason for this opening of 
the supply is that these flats that you speak of are in the hands of 
warehouses and there is a lack of tickets, rather than a production 
exceeding demands? 

Mr. Auuen. Lack of tickets, and the way it is, you issue more 
tickets and keep the pressure on the system and the pressure on the 
system is variable, and in some segments like in the flats, in the flat 
goods, they may have to issue more and more tickets from the 50- to 
the 70-percent level, and when it gets to 80 or 90 percent, they take 
that area out of CMP entirely, like they did with chrome stainless steel. 

Well now, when I say to control—and I mean small business—if you 
do not, if you took the controls off, well, if you let the automobile 
people get all that they could get of the steel, it would not hurt too 
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much, but the minute you do that, the minute they go to 1,500,000 
or 2,000,000, whatever it is, then they must have the copper and 
the aluminum. 

Mr. Burton. Well now, if we have the excess, do you think we 
should withhold the steel from them, although it can be spared? 

Mr. ALLEN. Not if they can use it without copper or aluminum. 

Mr. Burron. Would that not leave something to their ingenuity? 

Mr. Auten. They already have something. The allocation last 
quarter was to give them steel for 900,000 cars, and give them copper 
for 800,000 cars. 

Mr. Burron. So steel is no longer the limiting factor? 

Mr. Auten. No. Now, I say this 

Mr. Burton. But you subscribe to that? 

Mr. Auten. Yes. That gets away from mathematical distribution 
It puts the material where there is the most need for it, and I would 
rather see much stronger allocations of that material into that area 
from which they took it in the first place, which is vour small business 
or consumer durable goods—it should be put back into that area from 
whence it came. 

Mr. Burton. Well now, if the movement of available material is 
limited by tickets, that is a rather serious situation. 

Mr. ALLEN. Sure it is, but they are correcting it. It is not general, 
across the board You have got some spots. You will find the same 
thing in aluminum. When you hear Mr. Lynch, I am sure he will 
tell you the same thing. You have got it in some of these areas, vou 
have got all kinds of facilities, but if vou have not got ingots to put 
behind them, then there is a facility or the availability of a lot of items 
that cannot be used if you do not have the ingots; and then there is 
the aluminum sheet and others available, not only what is on the 
market, but also because the Air Force have turned back 30,000,000 
pounds of it, as I understand, according to the announcement this 
morning. 

They have turned back 50 000 OOO pounds They probably could 
have turned back 50,000,000, but used 30,000,000, to make sure that 
they have got enough 

So, there is a softness. Our recommendation is that they push that 
into the area of consumer durable goods as far as possible, consistent 
with maintaining the defense program. 

Mr. Burron. Well now, we are planning to examine that next, so 
I expect we should move on and hear these other witnesses. 

I want to thank you very much, Mr. Allen, for your testimony. 


STATEMENT OF TIMOTHY A. LYNCH, DIRECTOR, ALUMINUM AND 
MAGNESIUM DIVISION, NATIONAL PRODUCTION AUTHORITY, 
DEPARTMENT OF COMMERCE; ACCOMPANIED BY JUSTIN 
FELDMAN, COUNSEL FOR THE ALUMINUM DIVISION, NATIONAL 
PRODUCTION AUTHORITY 


Mr. Burton. Mr. Lynch. 
Mr. Lyncn. Mr. Chairman, I have a prepared statement that I 
would like to read. 


Mr. Burton. Very well. 
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Mr. Lyncu. I am Timothy A. Lynch, Director of the Aluminum 
and Magnesium Division, National Production Authority, Depart- 
ment of Commerce. I was Deputy Director of the Division from its 
formation until September 1, 1951, and have been Acting Director and 
Director since then. 

I have been in the aluminum industry, in almost every phase of it, 
for 25 years until my retirement in August of 1948. 

I appreciate very much the opportunity of appearing before your 
committee and to submit such information as you may desire with 
reference to the operation of the Aluminum and Magnesium Division. 

This prepared statement is intended to cover the questions asked 
in your letter of February 25, 1952, however, I shall be pleased to 
attempt to answer any other questions you desire, or to submit 
whatever further data you request. 

As to the first question in your letter referred to above: 

“What is the current aluminum supply situation?” There is every 
indication that the present first quarter supply of 640 million pounds 
will increase to 740 million pounds by the fourth quarter of this year. 

The total aluminum supply by quarters, including primary pro- 
duction, secondary, and all imports, is 


[Millions of pounds] 


Actual, (Estimated, 


1951 1952 
Aluminum supply first quartet 42 640 
Aluminum supply second quarter SUN 60 
Aluminum supply third quarter 560 710 
Aluminum supply fourth quarter 559 740 


The decline in supply from the first quarter to the fourth quarter 
1951 was due to reduced exports from Canada to the United States, 
strikes at reduction plants, and a shortage of hydroelectric power in 
the Northwest and South, and particularly to the reduction in scrap. 

The estimated increase in supply in 1952 is due to production from 
the first phase of the new aluminum plant-expansion program, to 
loans of aluminum from the United Kingdom, and to improved hydro- 
electric power conditions in the Northwest. 

Question No. 2 (a) What expansion of aluminum making facilities has 
occurred during the past year? (b) What erpansion is anticipated 
for the present year? (ec) Will the expansion goal be reached on 
schedule? 

With your permission, I would like to defer this question, as it can 
be answered more fully by Mr. Samuel W. Anderson, Deputy Admin- 
istrator for Aluminum, Office of Aluminum, DPA. I understand Mr. 
Anderson will appear before your committee on March 13, 1952. 
However, I would be pleased to comment if you have any particular 
questions. 


' oe — 
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Question No. 3. As you know, all third-quarter CMP orders were canceled 
on October 7 in an attempt to make CMP operations current. (a) 
Why have carry-overs developed since that time? (b) What steps 
are being taken to eliminate such carry-overs? (ec) Have they had 
an adverse effect upon small business? 

The effect of directive 7 to CMP Regulation 1 and directive 3 to 
order M-—5, which was the cut-off, was, in fact, modified by directive 
action addressed to the aluminum producers, to enable shipment to 
be made of aluminum which was in production on October 7. The 
manufacturers of aluminum-controlled materials were told to make 
such shipments after October 7 and charge them against the consu- 
mers’ fourth-quarter tickets. If the consumer did not have fourth- 
quarter tickets and the material was manufactured, it was to be 
shipped without tickets. 

As a practical matter, this had to be done. Because, to hold up 
shipments of finished material would have quickly caused a block 
starting in the fabricator’s shipping room and extending clear back 
into his mill. Where the cancellation of fourth-quarter tickets af- 
fected defense contracts, new tickets had to be issued for an equiva- 
lent amount of material. Also where real hardships were inflicted 
on small businesses by cancellations, justifiable applications for relief 
were allowed and additional tickets were issued accordingly. It fol- 
lows that very little reduction in carry-over resulted from the 
directive. 

The carry-over in the fourth quarter accumulated because total 
tickets were allotted in excess of the metal supply. More than that, 
the metal supply which we had expected for the fourth quarter of 
1951, at the time the allotments were made, had been reduced con- 
siderably by the time the orders were to be filled. This situation 
was due principally to the shortage of scrap and to the loss of 13 
million pounds of prime metal because of a strike at the Reynolds’ 
Troutdale plant and to the additional loss of 18 million pounds at the 
new Kaiser Chalmette plant because of the late delivery of motors 
which delayed the anticipated production, with consequent late start- 
ing of the plant and again reduction in imports from Canada and 
reduction of scrap were contributing factors. 

A complete elimination of carry-over is not practical or desirable 
because it could result in shut-downs at the fabricating mill by reason 
of the inability to plan production properly. At a recent meeting of 
the Industry Advisory Committee for Aluminum Prime Products, it 
was recommended that a carry-over of 150 million pounds be main- 
tained. The committee considered such a carry-over to be of man- 
ageable proportion in relation to a third-quarter 1952 estimated metal 
supply of 710 million pounds. 

The present carry-over is less than it was in the fourth quarter of 
1951. This is attributable to a number of reasons. In the first place, 
attrition in the fourth quarter was 8 percent. In the first quarter it is 
estimated that the attrition figure will be somewhat more than in the 
fourth quarter. 

Secondly, an additional supply of metal resulted from the loan of 
55 million pounds negotiated with the United Kingdom. 

Thirdly, there was a diversion from and withdrawal of stockpile 
aluminum during the first quarter. 
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And, finally, the return of tickets by the military amounting to 
approximately 33,000,000 pounds so far. 

The carry-over has had no adverse effect on small business because 
ACM orders accepted by the fabricating mills are good at all times. 


Question No. 4. Has the Aluminum Division been able to render effective 
assistance to small-business men in placing CMP tickets? 

Yes; every request, whether it be for small or large businesses, made 
on us for assistance in the placement of tickets has been taken care of. 
The Aluminum and Magnesium Division of NPA will upon request 
arrange for the placement of all ACM orders if the holder is unable to 
find a home for his ticket. The attached press release and Order 
M-—5 (amended January 23, 1952) have resulted in very few applica- 
tions for aid to date (exhibit 5 in the appendix). Only 47 have been 
received since that time. These involved only an estimated 1 million 
pounds. 

(Question No. 8b. Do you belie ve that any alumin um products can he de - 
controlled at the present time? 

No; we believe it would be desirable first to create greater flexibility 
and to relax restrictive orders on a selective basis as more aluminum 
becomes available. One example of the flexibility we have in mind 
is the immediate issuance by DPA and NPA to the various civilian 
claimant agencies additional tickets amounting to approximately 30 
million pounds of aluminum. 

The method of allotting this material is now being determined and 
I feel sure that DPA will take into account the position of manufac- 
turers of aluminum products who heretofore have received lower level 
allotments. Military requirements for aluminum have merely been 
leveled off from scheduled needs. They are in fact higher than they 
were in the fourth quarter. 

Military procurement in the second quarter will take approximately 
45 percent of total aluminum production, not to mention the quantity 
required for defense supporting needs in order to facilitate military 
production (i. e., additional power transmission facilities, transporta- 
tion equipment, electronic equipment). ‘To decontrol aluminum 
products now would force the military to compete for aluminum with 
manufacturers of less essential items, and might well frustrate the 
basic purposes of the Defense Production Act. 

Instead of decontrol, we believe that, after military and defense 
supporting requirements are covered, civilian allotments should be 
increased to take care of hardship cases, small business, new business 
and to bring everyone up to an economic operating level. Until such 
time as supply and demand are in reasonable balance, companies with 
large purchasing power or other types of leverage, could acquire 
aluminum first-—resulting in possible injury of small and new busi- 
ness. ‘There is also the possibility that normal competitive positions 
could be destroyed. We believe that we should travel back over the 
road we came, profiting by experience, to prevent disruptions and the 
inequities that sudden decontrol will bring about 

There is nobody in the policy level of the Aluminum and Mag- 
nesium Division who isn’t wholeheartedly for taking off controls, for 
decontrolling everything as fast as possible—as soon as it can be done 
safely. I have added that to my prepared statement. 








’ — 
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Mr. Burton. Thank you very much. 
I suppose we had better hear Mr. Andrews’ statement next before 
we start questioning you men, 


STATEMENT OF PAUL B. ANDREWS, DEPUTY DIRECTOR,COPPER 
DIVISION, NATIONAL PRODUCTION AUTHORITY; ACCOM- 
PANIED BY JOSEPH F. MILLER, COUNSEL FOR THE COPPER 
DIVISION, NATIONAL PRODUCTION AUTHORITY 


Mr. Anprews. My name is Paul B. Andrews, Deputy Director of 
the Copper Division, National Production Authority, Department 
of Commerce. In the absence of Mr. F. H. Haves, the Director of 
the Division who is on sick leave, I am serving as Acting Director of 
the Division. 

I have been in the copper and brass business since 1924 and have 
been with the NPA for more than a year. 

[Through my statement and the attached exhibits, I hope to describe 
the operations of the Copper Division of NPA and cover the specific 
questions raised in the committee’s letter of February 25, 1952. 


THE COPPER INDUSTRY 


In considering the copper industry under the Controlled Materials 
Plan, it is desired first to point out the various horizontal strata of 
the industry and the manner in which controls have been set up to 
regulate it. All of these controls are directed at the industry on a 
horizontal basis, even though some companies within the industry 
operate on a vertical basis. 

Under the Controlled Materials Plan the nine forms of copper- 
controlled materials originate with fabricators, such as brass mills, 
wire mills, and foundries. These are known as producers of controlled 
materials and are not to be confused with the producers of copper. 

The controlled material producers are dependent upon several 
sources for their supply of metals. These sources are producers of 
refined copper, scrap, and produce rs of other materials. 

There are only 11 producers of refined copper who regularly offer 
for domestic sale copper refined from domestic and foreign ores. 

The authority for mine production lies in the Defense Materials 
Procurement Agency. Therefore, questions relating to domestic 
mine production, the procurement of foreign ores and concentrates, 
and other matters dealing with primary production should be more 
properly addressed to DMPA. The authority for the distribution of 
copper by NPA starts with refined copper. 

Scrap 1s a very important part of our metal supply, not only because 
it contains copper but also for its content of other essential metals, 
such as zine, tin, and lead. Copper-controllled materials producers 
are dependent upon customer-generated scrap and scrap sent in by 
dealers throughout the United States. Beyond that, custom smelters 
and refiners are dependent upon refinery grades of scrap for their 
continued production of refined copper. 

For the production of brasses, bronzes, and certain other alloys the 
copper-controlled material producers are dependent upon the supply 
of other metals such as tin, lead, zine, nickel, aluminum, silicon, 
cadmium, and so forth. Since the supply of any one of these alloying 
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constituents may affect the production of copper-controlled materials, 
it is necessary for the Copper Division of NPA to coordinate its work 
with the other nonferrous metal divisions. 

The producers of copper-controlled materials divide themselves into 
three separate and distinct types of industries producing totally 
different products as follows: 


Brass mills 95 
Wire mills ' 170 
Foundries : 1, 902 


All warehouses that handle copper-controlled materials are regarded 
as an integral part of the industry. We, therefore, have brass-mill 
warehouses and wire-mill warehouses operating as wholesalers through- 
out the United States. 


ORGANIZATION OF THE COPPER DIVISION 


Attached hereto is a chart detailing the organization of the Copper 
Division of NPA (exhibit 6 in the appendix). It will be noted that 
this Division contains five branches, three of which are controlled- 
materials branches and the other two branches are service branches 
devoted to the assistance of the three controlled-materials branches. 

The controlled-materials branches receive allocation of raw ma- 
terials. They, in turn, allocate to the individual controlled-materials 
producers and otherwise regulate the operation of tbeir respective 
industries under the policies that are laid down by the agency. 

The Copper Raw Materials Branch ascertains the amount of copper 
raw materials available for the three operating branches. ‘This takes 
into account refined copper and copper and copper base alloy scrap 

The Program and Requirements Branch cooperates closely with 
DPA in determining the requirements load, compiles all statistics and 
reports and supervises the issuance of orders and regulations pertaining 
to the Copper Division. 

We are also attaching a list of our various industry advisory com- 
mittees (exhibit 7 in the appendix). At all times we keep a propor- 
tionate number of small firms represented on our industry advisory 
committees, even when rotating the membership. 


OPERATIONS OF THE COPPER DIVISION 


Periods of national emergency, such as occurred in World War I, 
World War IT, and the current mobilization program have precipitated 
an excessive demand for copper products. The demand for copper is 
not only for munitions but also for copper going to the direct support 
of a defense effort in the form of plant expansions, power and com. 
munications expansion, and foreign aid. For the reason that copper 
products go into practically every industry and utility of the country, 
these products were selected as controlled materials during World 
War II and again in 1951. 

The principal limiting factor on the operations of the copper-con- 
trolled materials producers has been the shortage of copper raw ma- 
terials. Also, as I have already described, these producers are depend- 
ent on the supplies of tin, lead, zinc, nickel, and other alloying con- 
stituents for their production. You will recall that these other metals 
were in scarce supply last year and some of them are critically short 
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at the present time. The shortage of alloying constituents has had 
a serious effect on the supply of certain copper products. For example, 
because of the continued shortage of nickel, we are substantially behind 
in our deliveries of cupro-nickel condenser tubes and plates, although 
we are not behind in our deliveries of copper to fhe nickel companies 
for the manufacture of synthetic monel metal. 

Since the limiting factor in our ope ‘rations has been raw materials, 
it is natural that a great part of the work of the Copper Division has 
been devoted to the problem of allocating refined copper and copper 
and copper base alloy scrap. I would like to describe briefly our 
policies and procedures in the allocation of these materials 


ALLOCATIONS 


We have developed NPA Order M-—16 which covers the distribution 
of raw materials. I am attaching a copy of this document (exhibit 8 
in the appendix). It became effective on August 1, 1951, and since 
that date we have assumed the responsibility for full distribution of 
refined copper and scrap 

I would like to point out that prior to the effective date of this 
order our figures showed a substantial dislocation of available supplies 
of raw materials due to competitive practices. For example, we 
found several large consumers who by their ability to purchase were 
obtaining refined copper directly from the copper companies and hav- 
ing it fabricated on a toll basis for their own consumption. Others 
were purchasing large amounts of scrap which in turn they were 
having either refined or fabricated into products for their own use. 
These practices, while How etie legal at the time, were rapidly de- 
priving many businesses, both large and small, of their customary 
supplies of materials. It was to rectify this condition, among others, 
that Order M-—16 was issued. Under this order no person can receive 
refined copper without an allocation certificate from the Copper 
Division. No person may receive scré ap, except a refiner or scrap 
dealer, without an allocation certificate from NPA. By this means, 
we have been able to regulate the flow of both refined copper and scrap 
since August 1, 1951. 

One of our great concerns was to effect an equitable distribution of re- 
fined copper to the industries that we are called upon toserve. It was 
necessary to start with meager and sometimes unreliable statistical] 
information, but as our reports came in each month, we have been 
able to develop and improve our allocation system with each new 
monthly distribution. 

We are called upon to allocate refined copper into the following 
consuming areas: exports, non-CMP uses, brass mills, copper wire 
mills, foundries, and ingot makers. 

Prior to our allocation procedures, there was being exported ap- 
proximately 12,000 tons of refined copper per month from our domestic 
supply. With the cooperation of DPA and OIT, as well as the State 
Department, these exports have been reduced to 4,000 tons per month 
which, in my judgment, is close to the minimum. 

It is necessary for us to allocate substantial amounts of copper for 
the alloying of other metals, such as aluminum, synthetic monel and 
steel, and for use in chemicals and the production of bimetals, such 
as the laminated steel used for bullet jackets and other purposes. 
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We allocate to brass mills for the production of controlled ma- 
terials in sheet, rod, and tube form. 

We allocate to copper wire mills for the production of electrical 
wire and cable. 

We allocate to foundries for the production of castings. 

We allocate to ingot makers for the production of composition 
ingot which is in turn used as a raw material for foundry products. 

In only one of the foregoing areas have we given priority allocation 
of refined copper and that is for the alloying of other metals. All of 
the other users to whom we allocate have been called upon to share 
our poverty of refined copper and scrap from month to month. 

To equitably distribute refined copper to the controlled-materials 
producers, we have taken the program determinations as set up by 
DPA which call for certain total amounts of brass-mill products, 
wire-mill products, and foundry products. The refined copper is 
then divided among these three classes of controlled materials in 
direct proportion to the use of refined copper in these controlled 
materials. The effectiveness of this type of distribution is borne 
out by the relative approximately equal ability of these controlled- 
materials producers to meet the demand load of authorized con- 
trolled-materials orders that have been placed upon them. 

After allocations of refined copper are made to the three industry 
branches, they in turn allocate this metal to the individual brass 
mills, wire mills, and foundries. 


SCRAP 


Scrap allocations are made in a similar fashion but due to the fact 
that its usage differs both physically and proportionately from refined 
copper, it is allocated to those industries and individual companies 
according to the types and grades that they use. 

As I have indicated previously, scrap intake is never static but 
moves upward and downward according to market conditions and 
the production of mills and foundries. Consequently, the exact 
amount of scrap can never be predicted but some approximations can 
be made by those who are familiar with the market. 

Contrary to popular belief, scrap never completely dries up nor is 
it ever completely dumped on the market. The short and long 
positions that do develop within any year have a marked effect upon 
copper controlled materials producers, vet in almost any given year 
the total scrap intake tends to balance out. For example, we had an 
acute scrap shortage early last fall which is now being offset by heavy 
scrap intake. We expect scrap toreach its peak during the second 
quarter, 1952, and naturally it should slough off after that. 

There is one exception among the beneficiaries of the scrap cycle 
and that is the custom smelter and refiner. Refinery grades of scrap 
do not flow to the refiner until other scrap markets are satisfied. 
Consequently, during prolonged shortages, the custom smelter and 
refiner is starved for raw materials. 

To offset this condition, the Copper Division has been reducing the 
allocations of scrap in other areas in order to force a residual amount 
of refinery grades of scrap to the custom smelters. We are just begin- 
ning to see the effects of this policy and are able to forecast an increase 
of refined copper from custom smelters in our estimates of future 
supply. 
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Much has been said from time to time with respect to military 
scrap. I would like to state at this juncture that we have had excellent 
cooperation from the Munitions Board and the armed services in 
developing scrap programs that will supply us with more raw materials. 
The one difficulty that we have experienced is that some of the military 
services have not been able to get the trained manpower to work out 
the numerous details for the prompt handling and disposition of the 
scrap. I do know, however, that they are working diligently on the 
problem and believe that we will get more scrap from that quarter in 
the future. The armed services have been particularly diligent in 
making available fired cartridge cases for conversion in new ammuni- 
tion. 

CURRENT S@TUATION 


At this point I would like to address myself to specific answers to 
those questions raised in the committee’s letter of February 25, 1952. 
Qu stion 1. What is the current copper supply situation ? 

The supply of refined copper for the first 3 months of 1952 has been 
critically short. In the attached table showing carry-over into the 
second quarter of 1952, you will note that it is estimated that it would 
take 56,000 short tons of additional refined copper to fill all CMP 
orders by the end of March. Therefore, we are compelled to use some 
refined copper that will be allocated for April to produce orders car- 
ried over from the first quarter of 1952. On the other hand, scrap has 
been flowing in increasing amounts, making the situation much easier 
for those brass-mill and foundry products that are made prepon- 
derantly from serap. 


Estimated deliveries, actual and scheduled,' first quarter 1952 


M ns of pound al w ] 
Mont! 
I d 
rype of produ [ lo- 
J lary February Ma ‘ 
tual duled hed i 
Brass mill 244 l 3! i 4 
Wire mill 120 ] 14 0 
Estimated carry-over, end of first quarter 
ands of short tons, copper content 
M noha 
¢ > aftr he 
Type of prod pound Percent Total medned Scrap veeks 
‘ hh Vy er 
Brass mil! - 12 14 if 22 14 1.8 
Wire mill 67 22 4 ' 2.9 
otal l 4 
! Includes all ACM orders accepted and scheduled for delivery in fourth quarter 1951 and first quarter 
1952, w has not been filled la » 1952 
Based on 78 compani pre t ”) percent of ind 
§ Based on 142 companie pre 4) percent of ind istry 
Source: National Production Aut ty, Metals and Minerals Bureau, Copper D ion. February 20, 
1952 











606 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


We estimate that during the second quarter we will have some 
increase in the supply of refined copper over the first quarter, and at 
the same time reach a peak in scrap intake. During the third quarter 
we expect to realize more refined copper from refinery grades of scrap 
that have been taken in during the second quarter. However, as 
indicated before, we anticipate a decrease in the general scrap supply 
during the third quarter of 1952. 

We are quite familiar with many current statements that copper is 
apparently in free supply because many of the mills and foundries 
have been looking for business and can make prompt deliveries. 
This seeming paradox in a tight situation is due to several factors: 

1. It must be remembered that it is the policy of NPA to see that 
all CMP tickets are cashed. This policy has had the effect of reducing 
not only the requests for assistance but also the actual requirement 
load for copper. In other words, when the consumer feels certain 
that he is going to receive his CMP materials, he is much more 
realistic in placing his orders and in the delivery dates requested on 
such orders. 

2. It also should be remembered that all of the second-quarter 
allotments have not yet had a chance to reach mill and foundry levels. 

3. We instructed the mills to take a 22-percent overload in the 
first quarter of 1952 in an attempt to insure the cashing of all CMP 
tickets. This instruction did not go out until the last week in January, 
after most of the order boards were filled. Naturally, in looking for 
the additional 22 percent of authorized controlled-materials orders, 
many mills were actually in the position of soliciting business. This 
has created a misunderstanding on the part of consumers. 

4. There apparently has been a recession in some lines of goods. 
This has resulted in some purchasers of copper controlled materials 
reducing their commitments. 

On the other hand, the demand for copper products by many 
other consumers is heavy. It is believed that a partial redistribution 
of allotments of alloyed products in the second quarter will correct 
this seeming paradoxical situation. 


Question 2. As you know, all third-quarter CMP orders were canceled 
on October 7 in an attempt to make CMP operations current. Why 
have carry-overs developed since that time? What steps are being 
taken to eliminate such carry-overs? Have they had an adverse 
effect upon small business? 

Carry-overs of orders for copper controlled materials during the 
fourth quarter of 1951 developed mainly because of a shortage in 
scrap, and to some degree a shortage of refined copper. The actual 
carry-over into the,first quarter of 1952 was not too serious among most 
copper controlled-materials producers. 

The carry-over of first quarter ACM orders into the second quarter 
of 1952 is due entirely to the shortage of refined copper. As I have 
previously stated, the scrap situation has improved and it is believed 
that we can successfully meet demands with a carry-over of about 
3 weeks. 

Steps to prevent excessive carry-overs will be taken by Defense 
Production Administration through redistribution of some allotments 
in the second quarter. 

As to whether carry-overs have adversely affected small business, 
the experience of our division would indicate quite the contrary. 
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In the first place, requests for assistance have come almost entirely 
from large businesses. The requests which we have received have 
been based primarily on the special nature of the items involved. 
The difficulty in placing orders has resulted from unusual specifica- 
tions and from the fact that the items involved were small profit 
items and, therefore, unattractive to producers. These are for the 
most part special items required by large businesses, because small- 
business concerns normally purchase standard items. Furthermore, 
in the first quarter of 1952 the copper controlled-materials producers 
have been able to improve upon their shipments to warehousing dis- 
tributors throughout the United States who normally take care of 
smaller business enterprises. In this connection, I would like to call 
your attention to our warehouse orders M-82 and M-86, which we 
regard as being two of the most effective regulations that have been in 
force (exhibits 9 and 10 in the appendix). 

Under NPA Orders M-82 and M-—86 we have been able to increase 
the flow of brass-mill products and wire-mill products to wholesalers 
of these items. We have had virtually no complaints in this area. 
Many of these wholesalers constitute small-business enterprises in 
themselves, and all of them serve the small manufacturers and con- 
tractors with copper controlled materials. 

In this connection I wish to add that many wholesalers have told 
us that they have already reached their inventory limits of copper 
controlled materials. We regard this as a healthy condition and one 
that we have been trying to bring about. It should guarantee de- 
liveries in the future of copper controlled materials to small consumers. 


Question 3. Has the Copper Division been able to render effective assist- 
ance to small-bu siness men in placing CMP ticke ts? 

The Copper Division is proud of its record in furnishing assistance 
to both small and large business in cashing CMP tickets. This has 
been one of our major concerns in each of our three branches. I do 
not recall any instance where we have been unable to render such 
assistance when the case was clearly presented, and we were given a 
reasonable length of time to crack whatever bottlenecks were involved. 
Every letter, telegram, and personal visit by those seeking assistance 
has had prompt and effective treatment. Currently, we have vir- 
tually no requests on hand from small business. 


Question 4. What effect have price controls had upon the copper supply? 
The present ceiling price for copper refined from domestic ores and 

concentrates is 24% cents. The ceiling price for copper refined from 

foreign ores and concentrates, prince ipally from Chile, is 27% cents. 

From the start of Korean hostilities, the world-wide demand for 
copper rose sharply, and since there were no world-wide price ceilings 
the foreign market rapidly rose to 55 cents per pound, where it re- 
mained until recently. At the same time, copper scrap commanded a 
higher price abroad than in this country. 

Naturally, with ceiling prices on copper, we did not attract as much 
foreign copper into this country as was ‘previously supplied. Also, 
our importations of foreign scrap were reduced to insignificant levels. 

You will note from the following chart that while domestic produc- 
tion of refined copper increased in 1951 over 1950, the production of 
refined copper from foreign ores decreased substantially. The only 
ways that this could have been avoided would have been to pay the 
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full asking price in the world market, in which case I do not think that 
the price would have remained long at 55 cents but would have gone 
even higher. 

Supply of refined copper 


[Short ton , copper content] 
Total Prod iction of refined copper ! Imports of 
Year d quar refined refined 
Ne Do ie | Fe Scrap copper 
1946 1, 138, 405 578, 429 30), 233 1n 72 144, 371 
1947 1, 578, 537 a9, 213 OM), 757 OM HR 149 482 
1948 1, OO1, O4e Ri), O22 247, 424 45, 37 249, 124 
1949 1. 414, 130 695, O1F 2. 9! 212 392 975. 811 
10%) 1, 746, 6% 920, 748 319, OS 189, 74 317, 050 
1951... 1, 580, 007 51, 559 255, 429 135, 0 237, 996 
First ouarter $21. 3% 246, 04 £1, 554 a8, 55S 55, 241 
Second quarter $31,017 258, 125 67, 936 15, 718 59, 2738 
Third quarter 328, 381 189, 554 54, 613 28, 692 55, 422 
Fourth quarter 399, 213 257, 834 1, 32 22, 058 67, 995 
1952: January ?. 140, 911 BR), 372 18, 609 170 32, 760 
1 Primary and secondary copper produced by primary refi 
3 Estimated 
Source: Prod.ction data from official statistics of the U. S. Bureau of Mines; imports from official statistics 
of the Bureau of the Census 
National Production Authority, Metals and Minerals Bureau, Copper Division, Statistics and Reports 
Section, February 29, 1952 


Question 5. Would it be feasible for the United States to buy higher priced 
fore vgn copper for the stock pile and re le aS¢é il to dome stic consumers 
at dome stic price ce ilings to maintain defe nse and esse ntial civilian 
production? 

At the moment, I would not recommend this, for the following 
reasons: 

1. The entry of the United States Government or any group 
of consumers into the foreign market would undoubtedly 
strengthen the world copper prices which recently have softened. 

2. All foreign copper supplies reaching this country for which 


we now pay 27% cents would command higher prices. This 
includes copper contained in ores, concentrates, blister and 


refined copper from whatever foreign sources. 

3. It would undoubtedly adversely affect the International 
Materials Conference allocation programs which have been most 
helpful. 

4. It would create new upward pressures on the domestic 
copper price. 

As you know, the price of foreign refined copper has been going 
down in recent weeks. It is evident that there has been some 
accumulation of foreign refined copper. If this trend continues, we 
will obtain additional imports. In spite of our shortage of refined 
copper, we do not recommend any change in our present policy, which 
has brought about such a sharp reduction in the price of foreign lead. 
Question 6. Do you believe that any copper or brass products can be 

decontrolled at this time? 

We believe in having controls only when they are essential to the 
national interest, and we want them removed at the earliest possible 
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moment. In fact, NPA has already removed or relaxed controls in 
many areas. 

The requirements, however, for copper controlled materials that 
have been submitted by claimant agencies for both the second and 
third quarters of 1952 exceed our most optimistic supply estimates. 
The needs of the military and AEC consume a substantial part of the 


supply. Under these circumstances, we cannot conscientiously rec- 
ommend any decontrol actions for copper controlled materials at this 
time. According to the order boards of our mills and foundries, we 


can use every pound of refined copper and copper-bearing scrap that 
we can possibly obtain 

I wish to point out that before decontrol actions are contemplated 
we should approach the problem in the following way: first, easing 
of existing restrictions on the use of copper for certain purposes; and, 
second, increasing the allotments for those industries that have been 
cut back. This will be possible when we obtain additional supplies 
of raw materials. We must remember that there has been built up a 
backlog of demand for copper products, notably in the building field 

In closing this statement, I would like to point out that the record 
shows that the copper industry as a whole has done a good job of 
meeting the demands that have been placed upon it. It has been a 
heavy contributor to the plant-expansion program for the prodcution 
of other metals. The ion 1inum and steel expansion prog Me ums could 
not possibly have reached their present peak were it not for the ability 
of the copper industry to furnish the bus bar and electrical wire and 
cable in tremendous quantities. Beyond that, we have been able to 
meet our direct defense load, on time, while providing materials for 
vastly expanded power, communications, and transportation systems 

lt is expected that the supply of refined copper will show a gradual 
improvement for the balance of this year due to the excellent work 
that Defense Materials Procurement Agency is doing and the pro- 
ducers’ intensified efforts in bringing in more production. In 1953 
and 1954 the domestic supply situation should be greatly improved 
I feel that the copper position of this country has reached bottom and 
is turning upward, and that in 1953 and 1954 the domestic supply 
situation should be greatly improved. 

Mr. Burron. Thank you very much, Mr. Andrews. You rather 
completely answered our questions, but we probably will find a few 
more. 

1 understand from your statement that you feel that we have 
turned the corner. 

Mr. ANprews. Yes, sir. 

Mr. Burron. And there will be a gradual improvement in the 
copper situation from this time. 

Mr. ANprews. That is correct, sir. 

Mr. Burton. In regard to the suggestion of the easing of restric- 
tions, would you care to enlarge upon that in any way? 

Mr. Anprews. Not until the CMP plan can be brought into 
balance. 

You see, as long as the requirements that come in for permitted uses 
exceed the supply, which they do for the second and third quarters, 
I do not see how we could afford to ease the restrictions. 
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When that is brought into balance or nearly into balance, I think 
the restrictions can be eased, but I do not see how they can in this 
quarter. 

Mr. Burton. I take it that copper is in shorter supply than any of 
the more important metals? 

Mr. Anprews. Of the three controlled metals, yes. 

Mr. Burton. Of the three. 

Mr. Anprews. In relation to requirements, I think it is in shorter 
supply. 

Mr. Burton. And the aluminum situation is very much relieved? 

Mr. Lynen. Yes, sir. The figures that we have submitted here 
show that in the third quarter the production will increase another 
70 million pounds, and from the military, that volume of metals put 
into the DPA requirements—they must split it amongst the civilians, 
and that should bring some substantial relief. 

Mr. Burton. Do you think that that will largely take care of the 
small business needs? 

Mr. Lyncu. Well, I do not know what the small business needs are. 
I do not know anything about the requirements. That is handled 
by the Defense Production Administration’s program and require- 
ments committee. 

We know what the determinations of that committee are, and we 
take care of the determinations when we receive their program, they 
are fulfilled 100 percent. 

I do know the program, and small business is certainly fulfilled 
100 percent. 

Mr. Burton. Mr. Evins, do you have any questions? 

Mr. Evins. I am sorry, Mr. Chairman, that I missed most of the 
testimony of both of these genelemen. 

Now, I gather that they have reported a bright picture both for 
copper and aluminum; that the situation is looking up. 

Mr. Lyneu. Yes, sir. 

Mr. Evins. What assistance have both of your agencies or divisions 
or branches given to the Small Defense Plants Administration by way 
of aiding small business in its problems? That is one of the things 
that this committee is largely concerned with; and the Small Defense 
Plants Administration was one of the agencies, new agencies, which 
was set up by Congress last year because of the many hardships and 
problems of small business. 

Mr. Lyncn. Well, first of all,.about a year ago we embarked upon a 
warehouse program. At that time the stocks of warehouses were 
practically depleted, the shelves were almost empty. 

We did, by directives, put in ample stocks in some 126 warehouses 
across the country. The function of the warehouse is to bring spot 
assistance to the defense contractors and small buyers. 

Those stocks are maintained in a very comfortable position. They 
are not bulging, they are not overstocked. I will say they are about 
20 percent better off than a year ago, and about 100 percent better off 
than before we started in the warehouse program. 

In addition to that, we have through our M-5 (exhibit 5 in the 
appendix) agreed to place on a mill for delivery any controlled-material 
order that could not find a home. 

The fact that we have had a negligible response to the press release 
which was made in the latter part of January shows that small business 
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must be pretty well taken care of. In addition to that, we have a 
5-percent free area in warehouses. ‘They can sell up to 5 percent of 
their sales to small business without rating. 

Mr. Evins. I believe you testified that you have been in the alu- 
minum business most of your adult life. 

Mr. Lynceu. Yes, sir. 

Mr. Evins. We have had, some months back, many complaints 
by the little aluminum manufacturers and processors, that they were 
declared to be nonessential. Do you think most of them are getting 
their aluminum? 

Mr. Lyneu. Well, we certainly do—in fact, we know they are. 

Mr. Evins. To a man who pays taxes and employs labor, his busi- 
ness is pretty essential to him, according to his definition. 

Mr. Lyncu. Yes, sir, and we are taking care of them to the limit of 
our metal supply. Of course, it is not the policy of NPA to put 
anybody out of business. 

Mr. Evins. The aluminum plant in Tennessee of Alcoa is making a 
big contribution, is it not? 

Mr. Lynen. Yes, sir; all aluminum plants are. 

Mr. Evrns. How much has capacity been increased during this 
emergency period? 

Mr. Lyncu. I do not know what the increase by plants is, I did not 
bring that with me. But I do know the aluminum production by the 
end of this expansion program will be more than doubled, and that 
program should be completed sometime in the middle of 1953. 

Mr. Evins. The increased capacity, did it take place with aluminum 
as we were told this morning it took place with steel, by establishing 
additional facilities in new areas? 

Mr. Lyncu. Well, in the aluminum area there are two things. In 
the first place, the old plants, where it was possible to extend them to 
improve the production that has been done mainly through expansion. 
Completely new facilities in new locations, because power is the 
limiting factor, we had to go where the power was—— 

Mr. Evins. Well, we have abundant power in the Tennessee Valley, 
they are producing power there in great quantities. Has there been 
any increase in the aluminum capacity there? 

Mr. Lyncn. We do not have any report of any great abundance of 
power in the Tennessee Valley area; but there are the shutdown plants 
that were not active, they have been brought into production with 
high cost power in that area. 

Mr. Evins. Well, I was just trying to determine if there had been 
any increased aluminum production in that area. 

Mr. Lynecn. Plants that had not been active prior to Korea, prior 
to the Korean emergency, were reactivated in that area. I do not 
have the exact information for plants and how much they were 
increased—lI have that at the office and will be glad to submit it. 

Mr. Evins. There were no new facilities established, as far as you 
know? 

Mr. Lyncu. No, no new facilities in the Tennessee Valley area; 
reactivation and some extension of existing facilities. 

(Supplementary information is as follows:) 
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DEFENSE PRODUCTION ADMINISTRATION, 
OFFicE OF ADMINISTRATOR, 
Washington 25, May 12, 1952. 
Mr. Vicror P. Damas, 
Executive Director, House Small Business Committee, 
Room 129, Old House Office Building, Washington 25, D. C. 

Dear Mr. Damas: At the request of Miss Marsh I am confirming herewith 
some information conveyed to her over the telephone concerning production from 
aluminum plants in the Tennessee Valley area. 

It is my understanding that your committee is interested in whether there 
has been any increase in capacity of plants in that area and, if so, what it amounted 
to; also whether any uneconomical facilities have been reactivated under sub- 
sidizing arrangements with the Government 

The situation in the Tennessee Valley is that Aluminum Company of America 
operates a reduction plant at Aleoa, Tenn., and Reynolds Metals Co. has one 
at Listerhill, Ala. Eoth of these operations obtain power from the Tennessee 
Valley Authority under contracts which provide that a certain portion of the 
power is firmly contracted for at a base price and that any additional power 
requirements will be supplied from so-called secondary sources when available. 


This additional secondary power is priced according to the source and cost 
o! generatior 

In the early part of 1951 both aluminum companies were advised by TVA 
that a certain portion of the secondary power which they had been receiving 
was no longer available from hydroelectric sources and would have to be supplied 
from steam-generating facilities at an increased price. Since aluminum was so 
critically short the Government advised the aluminum companies to continu 
their operations at the maximum rate. The companies agreed that at the market 
price for aluminum, they could not stand a cost for this secondary power in excess 
of 4 mills per kilowatt hour. The Government through the General Services 


Administration agreed to stand the excess cost of such secondary power above 
4 mills 


Chere has been no expansion of facilities at these two plants. The total pro- 


duction at each is essentially the same as it was pre-Korea, except that at Alcoa 

certain modernizations of plant equipment have been made which increased effi- 

ciency and incider tallv is expected to effect as all increase in production in 1952 

At Listerhill, on the other hand, some operating difficulties resulted in a loss of 

production in the year 195!. The actual production figures are as follows: 

Alcoa, Tennessee: Tons 
1950 production with normal power cost 4 r , 146, 000 
1951 production with normal power cost — ; 126, 600 
1951 production with high cost 20, 200 


Total production ae sia : 146, 800 
1952 production with normal power cost (estimated) - , 146, 400 
1952 production with high cost , ; : 6, 400 


ind omn . ‘ 152, 800 


Total production 
Listerhill, Alabama: 


1950 production with normal power cost iad Sa EP . 51, 000 
1951 production with normal power cost__...................... 28, 100 
1951 production with high cost - ‘ aye 16, 700 

Total production i he aabhadtotetidel a date niawapil 4 44, 800 
1952 production with normal power cost (estimated) _-_-_--—- sacs G0, O00 
1952 production with high cost aa a TF Wd : 15, 100 


ee Gee te rE eyo ee PCS ae ey om 50, 600 
I hope that the above is the information you desire. If there is any additional 
data that vou would like, please do not hesitate to call upon us. 


Sincerely yours, 


Te ital production 


H. L. Heckmann, 
Assistant to the Deputy Administrator for Aluminum. 
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Mr. Evins. Mr. Lynch, the President has recommended that the 
Defense Production Act be extended for an additional 24 months. Do 
you think that is about right, or would you say 12 months or 36 
months, 2 years or 6 months—what would be your view of it, in view 
of the situation? 

Mr. Lynca. Well, I certainly know from the figures before us that 
aluminum will not be in a comfortable position, and to protect small 
business, who will be the first casualty in open competitive struggling 
for aluminum—lI think that would be something like in the middle of— 
well, po, the end of 1953 or early in 1954. That is speaking for 
aluminum alone. 

Mr. Evins. Small business has been suffering in the past, but now 
they are coming along and being fairly well supplied? 

Mr. Lynen. Yes, sir. 

Mr. Evins. And to disrupt this program at this time possibly would 
cause extreme hardship, in your opinion, to be brought about? 

Mr. Lyncu. There would be extreme hardship brought about. I 
cover that in my statement, that if decontrol of aluminum happened 
now or suddenly, in anything like the next 12 or 15 or 18 months, it 
could be very disastrous; and I also point out that the military would 
have to compete in the jungle market with everybody else. It would 
hurt the military and it would hurt smalt business. 

Mr. Evins. No further questions. 

Mr. Burron. Mr. Riehlman? 

Mr. Rieauman. And that would be particularly true in the Copper 
Division, too, would it not? 

Mr. Anprews. | think probably even more true, sir, except we 
have only seen the requirements for the next two quarters, and I 
have no idea of the requirements for the third quarter of 1953. 

But, if they go at the present rate, our supply figures will not reach 
the requirements. 

Mr. Burton. Would you care to project that further than the two 
quarters? 

Mr. Anprews. No, sir. I have no idea what the supply picture is. 
DPA has that informaton 

Mr. RrewumMan. Well, we do have some additions to our stockpiles 
from time to time, to replace allocations of copper 

Mr. ANpreEws. Yes, sir 

Mr. Rireximan. We are now building those stockpiles back, or are 
they being depleted? 

Mr. Anprews. Very slightly they are being built back. 

Mr. Rreximan. In respect to the aluminum situation, Mr. Lynch, 
[ was following the figures you gave us here with respect to what we 
are producing in this country, and imports to it. Do you have any 
figures on what our exports of aluminum have been? 

Mr. Lyncu. No; but from memory I know that they are negligible, 
something like 2,500,000 pounds a quarter was going to OIT, and 
that was parceled out very meagerly in accordance with the foreign 
policy. 

Mr. Riexuman. Well, I am sure you are thoroughly aware of the 
fact that last year while this very same committee was holding hear- 
ings in certain sections of the country, many of the small users of 
aluminum were telling us from time to time there was an abundant 
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supply of foreign aluminum coming in, or supposedly foreign alumi- 
num in the gray market that you could purchase, and that it was 
labeled “Produced in U.S. A.” 

Mr. Lyncn. I know of no such conditions as that existing at the 
present time. 

The largest export of aluminum from this country which is labeled 
“aluminum’’—it happens to be dross, which is the lowest type of scrap 
and it is shipped to Canada for reprocessing; but there is no substan- 
tial quantity of aluminum going out of the country. 

Mr. Rreniman. I noticed in the statement made by Mr. Andrews 
in respect to scrap, that in the armed services there was a lack of 
trained people, trained personnel in the military service—a lack of 
trained manpower, let us put it that way—to work out the numerous 
details for the prompt handling and disposition of scrap. 

Now, I am perturbed about that. That is important. Of course, 
since we all know the importance of it at this time, it does seem that 
the military need it for the future defense program, and it does seem 
to me that if there is such a lack, something should be done imme- 
diately to correct that situation. 

Mr. Anprews. They are working quite diligently. 

Mr. Rresuman. Could you give us some insight into the problem? 

Mr. Anprews. Well, it is mostly locating contaminated grades of 
scrap. The great bulk of the scrap is put into our hands quickly, 
and we have no complaints, but the situation in the Navy and in the 
Army and in the Air Force, it is a matter of these odd amounts being 
declared obsolete, and they are turning them into scrap and giving us 
& report on it so we can recommend where they can dispose of that 
scrap— 

Mr. Rreniman. Well, do they not have men qualified for those po- 
sitions anywhere in civilian life that we could loan to the military or 
furnish to them? I am perturbed about the situation. 

Mr. Anprews. Well, they are getting them now, sir. 

Mr. Rrestman. They are? 

Mr. Anprews. They are getting them organized, ves, sir. 

Mr. Rren_man. Well, your statement here is very recent, is it not? 

Mr. Anprews. That is right. 

Mr. Rrexniman. It was made today, and you say nothing about 
that. 

Mr. Anprews. It is a program that is under way with us and as I 
said in there, they are working diligently on the program and they are 
locating personnel and getting the directives out to the different 
agencies and getting to implementing those directives so that the 
scrap will flow. It is a tremendous problem with the military. 

Mr. Rresuman. I should think it is. 

Mr. Anprews. But, as I say, we are getting the bulk of that scrap. 
Of course, there is not as much as we want. We want all the scrap. 

Mr. Rrenuman. Well, you should get it, if it is there. 

Mr. Anprews. If it is there; and it should flow more promptly. 

Mr. Rirestman. That is exactly the point. 

Mr. ANprews. Yes, sir. 

Mr. Burton. But, is it not flowing rather freely? 

Mr. Anprews. The great tonnage of it is, sir, and it is quickly- 
identified scrap. 





——— - 
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Mr. Rresuman. Mr. Chairman, in asking the questions I understand 
that he made the statement that they did not have the qualified men 
in the military to handle the situation, and that is where a tremendous 
amount of the scrap is coming from; is it not? 

Mr. Anprews. That is right. 

Mr. Rresuman. And | am questioning what could be done to remedy 
that. 

Mr. Evins. We had another manpower bill yesterday, which has 
not passed. [Laughter.] 

Mr. Rresuman. Off the record. 

(Discussion off the record.) 

Mr. Rresuman. That is all at the moment. 

Mr. Burton. What is the international aluminum situation; is that 
easing comparably with the domestic or not? 

Mr. Lyncn. The only international aluminum situation involving 
us very much is the Canadian situation, and through the loans that 
have been effected with the United Kingdom, that has helped con- 
siderably. 

Mr. Burron. Is there sufficient foreign production available for 
foreign needs, is there an easing on aluminum or not-—for instance, 
with copper it is suggested that the international situation is easing, 

Mr. Anprews. That is correct. 

Mr. Burron. Does that same apply to aluminum or not? 

Mr. Lyneu. No, sir; there is a little available in Italy right now, 
but that is not expected to last very much longer, either. There is 
no easing in any other place. They are nations that require aluminum, 
rather than export it. 

Mr. Burton. How does our domestic production compare in volume 
with foreign production? 

Mr. Lyncu. Of course, the United States is the largest producer in 
the world. Canada is next, and the balance of the production is 
scattered in Italy and England—it is very small. 

Mr. Burton. Canada then is supplying most of the international 
needs? 

Mr. Lyneu. Yes, sir. 

Mr. Burron. What about the world market price of aluminum? 

Mr. Lyncu. The Canadian price 

Mr. Burton. | mean now, as compared, we will say, with a year 
ago. 

Mr. Lyneu. The Canadian price is about the same. I am not 
familiar with world prices. I do know this: That the prices in 
England are considerably higher and the price in Italy, for instance, 
is 27 cents per pound compared to our 18. 

But, with the exception of Canada, every place else is substantially 
higher. 

Mr. Burron. Mr. Dalmas. 

Mr. Daumas. Mr. Lynch and Mr. Andrews both, I would like to 
ask you this question in connection with this apparent easing of 
supply. 

How much effect has the so-called stretch-out of the military 
program had on this amiable situation at the moment? 

Mr. Lyncu. Personally, in aluminum, I think the amiable situation 
is more in the headlines than in fact. 
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The military has given us back some 32 million pounds of alumi- 
num—that is in our statement here—and the leveling off on the peak 
that had been scheduled to rise is probably going to be helpful in the 
future, especially as the new production comes in. But, aside from 
that, there is no leveling off that means anything. 

Mr. Anprews. We have not seen any leveling off. 

Mr. Burron. Well, there is an easing, seemingly, or so we gathered 
from your testimony. 

Mr. Lyncu. There is an easing—there is nothing in my testimony 
that provides for any easement. The Industry Requirements Com- 
mittee did make recommendation that we issue more tickets and we 
have agreed to that program, not because we are completely sold on 
the matter, the need for it, but because we thought it was a good 
health insurance, so to speak, that we had against any work stoppage 
at the palnts. We would rather have tickets out and have the situation 
overallotted again to reassure the mill operators that they would 
have enough orders than to have them coming in with shutdown 
plants and hollering for business on short notice. 

Mr. Datmas. Mr. Chairman, Mr. Evins asked a question a moment 
ago. I am sure that Mr. Lynch in his answer did not intend to leave 
us with the impression that there had not been a very severe across- 
the-board cut in the use of aluminum by small business. 

Mr. Lyncn. No. I want to make the distinction that when I speak 
about business, I speak about aluminum, I speak about the Aluminum 
and Magnesium Division business, and we have nothing to do with 
end products of that sort. That falls to other divisions. For instance, 
venetian blinds go to the Consumer Goods Division and windows, 
and so forth, to the Building Materials Division. 

Mr. Datmas. They build up the available supply and pass it on? 

Mr. Lyncn. No. The Program Requirements Committee in the 
Defense Production Administration, they total up the supply, we 
give them the total aluminum metal available and then they allot 
that among the forty-odd claimant agencies. 

It is the job of our Division to take the allotments they make and 
work with the divisions that get the allotments, and determine some 
way to distribute the material, just what the product distribution 
is roine to be. 

We know from experience and the nature of the industry, what 
materials such as ingots, extrusions and all down the line of mate- 
rials will be needed. Now, then, we issue production authorizations 
on the manufacturers of controlled materials to produce that quantity 
within the quarter, so when a man comes around with a ticket, the 
production is there and ready. That is our job. 

Mr. Datmas. But the fact is, there has been a very severe cut-back 
of these civilian items which so far has not been alleviated. 

Mr. Lyncu. Well, alleviation started some weeks ago—— 

Mr. Daumas. Because of this 30 million pounds from the mili- 
tary 
Mr. Lyneu. No; before that, before the 30 million pounds. That 
30 million pounds is being cut up right this afternoon. The meeting 
started at 2:30 in Mr. Bowman’s office and I was scheduled to be there 
and I had to be here and I am glad to be here instead. I have got 
another man fighting for us over there. 
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Aside from the 30 million pounds that is being cut up right now, 
there were other increases made. 

Mr. Damas. Is that going into civilian goods, the 30 million 
pounds? 

Mr. Lyncu. Yes, sir, almost exclusively to civilian goods and the 
military turned it back and they are not taking any more in this 
quarter. 

Mr. Datmas. Maybe you can tell us how that is being cut up. 

Mr. Lyncu. I cannot tell you. I know that it was recommended 
that some material go to the Building Materials Division and some to 
consumer durable goods, to the Container Division, to the Chemical 
Division, the Electronics Division, places of that sort and, because of 
the impact of the low allocations on the extrusion mills, for the sheet 
mills, the foil mills, the powder mills—— 

Mr. Dautmas. Did you recommend that any of that material go into 
roofing and siding? 

Mr. Lyncn. That is Building Materials Division; yes, sir. 

Mr. Daumas. Building materials? 

Mr. Lyncu. Windows, too. 

Mr. Datmas. You have taken care of the chicken brooder industry, 

Mr. Lyncu. We are trying to 

Mr. Daumas. The best you know how. 

Mr. Lyncu. We are certainly trying to. 

Mr. Daumas. That is all. Thank you. 

Mr. Evins. Mr. Chairman, I think these gentlemen are to be com- 
mended for the bright and rosy picture that they have presented on 
the situation, what with the military turning it back and the stock- 
pile being built up and small business getting a supply and with 
no complaints, 95 percent of them are satisfied, and there is good 
administration—it is a very favorable report. 

Mr. Lyncu. Well, it is good, with a couple of corrections, sir. The 
stockpile of aluminum is not being built up at the present time. It is 
static. Weare not adding, we are not putting in more right now—— 

Mr. Evins. Do you gentlemen think the program ought to be ex- 
tended two more years? 

Mr. Lyneu. Well, the stockpile is in the process—and your 95- 
percent figure, we are taking care 100 percent; and the price is not 
softening. 

Mr. Evins. If the law is extended 2 years, the situation by that 
time ought to be in good condition? 

Mr. Lyncu. Yes, sir, and I hope I can leave here long before then 
(Laughter.] 

Mr. Daumas. Mr. Chairman, I want to ask Mr. Lynch and Mr. 
Andrews about self-certification. 

| believe at the present time 3,000 pounds of copper and 2,000 
pounds of aluminum are permitted to be self-certified? 

Mr. Lynecn. Yes, sir. 

Mr. Datmas. But, you have a little catch init. It may not exceed 
the producers’ average quarterly use during the year 1950. What is 
the possibility of that being taken off and the self-certification in- 
creased? 

Mr. Lyncu. Well, sir, as far as aluminum is concerned, if he can 
use that much, with self-certification against the 1950 base require- 
ments, he would be in very good shape. 
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Mr. Damas. Is there any chance of increasing those self- 
certification amounts? 

Mr. Lyncu. I think there are a lot of other areas, such as building 
materials and the corrugators and the extruders, who are much more 
in need of help. That is a very liberal order right now. 

Mr. Anprews. That is my feeling—that the order is very liberal 
and we would not want to see it increased because there are other 
areas that need more aid first. 

Mr. Daumas. Mr. Chairman, I would like to have Mr. Clark, if 
you will permit, ask some questions on the carry-over problem. 

Mr. Burton. We would bé very glad to have Mr. Clark do so. 

Mr. Ciark. For one thing, it may be that some of the carry-over 
perhaps is a paper carry-over and that some of it will not actually 
materialize. 

Mr. Anprews. The carry-over figures I gave you are exact. 

Mr. Ciarx. What about aluminum? 

Mr. Lynecn. Yes, sir; in aluminum they are firm orders on the 
mills. We think it is a firm and solid figure. 

Mr. Ciarx. In copper, the mills can accept up to 122 percent of the 
production directive; is that not right? 

Mr. Anprews. Of their directive, on the limitation and the—or 
their limitation of acceptance and scheduling of orders. We do not 
have a production directive like the Aluminum Division does. 

We have a directive out to the mills that gives each mill a limita- 
tion, setting up a limitation on each mill as to the amount of author- 
ized controlled material orders that they can accept and schedule 
within any one calendar month. 

Mr. Ciark. In aluminum the figure is 100 rather than 122. 

Mr. Anprews. We lifted that ceiling on the mills in order to take 
care of this overload for the first quarter. 

Mr. Cuark. Is there any possibility or is there any need for doing 
the same thing in aluminum? 

Mr. Lyncu. Well, in copper, the 122 is including the backlog and 
ours is 100 percent without backlog, and the backlog is 103 million 
pounds on the Ist of February. 

We put that figure in at 100 percent to get an even distribution 
of product throughout the industry, and it is flexible. We can raise 
it, and probably will, as a result of this disbursement of the 30 million 
pounds, wherever we find it necessary. It is a very quick procedure. 

Mr. Crark. Would you say that there was increased attrition as 
between the last quarter and the third quarter? 

Mr. Lyncn. Yes, sir, and we expect there will be some further 
attrition in the first quarter, we expect it will increase in the first. 
That is one of the reasons why we so readily agreed to disbursement of 
another 30 million pounds. 

Mr. Anprews. We figured there was some slight increase in 
attrition 

Mr. Crarkx. Would overstatement of requirements by certain 
agencies be a factor in increased attrition? 

Mr. Anprews. No, not unless they get tickets. Attrition comes 
from increasing tickets, not overstatement. 

Mr. Ciark. Do you think there has been over issuance of tickets— 
what first causes an attrition? Perhaps we can get at it that way. 
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Mr. Anprews. I would not know. I think that DPA would 
know the answer much better than we do, because we only cash the 
tickets that they hand out, but it is obvious there is some dislocation 
of tickets. To what extent, and in what areas, we do not have that 
information. 

Mr. Lyncu. We think that to some extent it is due to growing 
confidence in the workability of the CMP. We do know that we 
guaranteed to make all tickets good and that there is not the same 
urgency, not the same situation where a man rushes to get his ticket 
toa mill. It is something like stopping a run on a bank by making 
money available or visible, and I think that is a very strong factor. 
They have more confidence, and they can get it when they want to 
in the quantity they are entitled to. ' 

Mr. Ciark. Do you keep track of inventories, or is that the job 
of another division? 

Mr. Lyncn. We keep track of some inventories. We keep a 
running report on aircraft inventory, which is one of our biggest 
users. 

We also get, in our 122 report, we get our inventory figures from the 
mills that we give authorized production schedules to. We do not 
get any inventory figures from end users. 

Mr. Anprews. We keep track of inventory figures in our own 
industry, but not in end-use industries. 

Mr. CLARK. Do you feel there is still a large degree of noncom- 
pliance in inventory restrictions? 

Mr. AnpreEws. At what level? 

Mr. Criark. The manufacturer’s level. 

Mr. Anprews. The users? 

Mr. Crark. The users. 

Mr. Anprews. | would not be qualified to say. 

Mr. Cxiark. But in the aircraft industry I gather you would be 
qualified. 

Mr. Lynen. I think I would be qualified to prove that there is. 
Our figures seem to indicate there are several spots of overinventorying. 

Mr. Ciark. Do you feel that the present inventory restrictions are 
realistic? 

Mr. Lyncu. That I could not make as a general statement, but I 
just say there is a list of aircraft companies that are heavily inven- 
toried. How much is due to the cut-back, and how much is due to 
change in design, manufacturing changes—of course, that is an indus- 
try that can be quickly caught in an overinventory position because 
of change in a model or a part. 

Mr. Crark. If we move into a period of decontrol—and I am not 
thinking right of the moment—would you say that supplies would 
have to reach the level of the stated demand by the claimant agencies 
before decontrol of a particular product was possible? 

Mr. Lyncu. As far as aluminum is concerned, | think that is a 
question that Mr. Trigg of DPA would be much better qualified to 
answer, with his information and data. 

Mr. Anprews. | would agree with Mr. Lynch on that, except that 
in the case of copper we have areas where copper was not permitted 
to be used and in addition to handing out more allotments for per- 
missible uses, the next step would be to ease up all of the current re- 
strictions before you could balance demand and supply. 
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Mr. Davmas. I have one more question. 

In these days aluminum quite often supplants copper. We have: 
noticed that a great many of the copper people are endeavoring to 
get supplies of aluminum. We wonder what the attitude of the 
Aluminum Division is on that score. 

Mr. Lyneu. Well, when we get around to discussing that, I think 
we have to go out of doors to do it. [Laughter.] 

Mr. Damas. If that’s the case, I will withdraw the question. 

Mr. Burton. Mr. Lynch and Mr. Andrews, again we want to 
thank you. 

Mr. Lynen. Mr. Chairman, and committee, we thank you very 
much for your kind invitation. 

Mr. Burton. It was a very clear statement that both of you made. 

Now, before we adjourn until next Tuesday morning, I would like 
to ask whether anyone present wants to be heard. That is a broad 
invitation. The testimony so far has come from men who have been 
asked to appear. 

If there is anyone present who would like to be heard, we will hear 
him. 

Mr. Auuen. I would just like to correct an impression, Mr. Con- 
gressman, that was made in, I believe, Mr. Evins’ statement. 

I would like to say that everything is not rosy in the consumer goods 
and small business, although the condition in relation to the tickets 
now outstanding is getting in much better shape, it is true in that 
respect, it is fairly comfortable with respect to tickets; but with 
respect to copper, that level is down to around 35 percent and there 
is a lot of room to bring that up. 

In relation to their job of supplying material, it is getting into pretty 

ood shape, but it is not rosy by any means. It is awfully bad, and 
think both of these gentlemen will support my position. 

Now, I do not know whether I quoted you correctly or whether I 
had a misconception. 

Mr. Burron. We gave Mr. Andrews and Mr. Lynch an opportunity 
to support your position. 

Mr. Anprews. I did support it in general, sir. We have nothing 
to do with the issuance of tickets. We supply a supply figure to 
DPA to parcel out our meager supplies, and we have no control as to 
where the goods go nor in what quantities. We are only responsible 
for cashing those tickets and, in cashing them, I think we do a good job. 

Mr. Lyneu. As far as aluminum is concerned, it is certainly rosy 
as compared to several months ago. 

Mr. Burron. That is the impression I got. 

Mr. Lynen. And the disbursement of that 30 million pounds of 
tickets should add considerably to the consumers tonnage and to the 
small-business man’s allotments of aluminum. 

Mr. Burton. In other words, if it is not exactly rosy, it is greatly 
improved. 

Mr. Lynen. Yes, sir, and the figures show that it should continue 
that way, outside of a world calamity. 

Mr. Evins. Well, I feel it is the function and duty of Mr. Allen 
and his agency to make it rosy, anyway. 

Mr. Burton. If nobody else wishes to be heard, we will adjourn 
until next Tuesday morning. 

(Whereupon, at 4:25 p. m., the committee adjourned until Tuesday, 
March 11, 1952, at 10 a. m.) 
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House or REPRESENTATIVES, 
SuBCOMMITTEE No. 3 oF THE SELECT COMMITTER 
To Conpuct A Srupy AND INVESTIGATION OF THE 
PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 
The subcommittee met, pursuant to call, at 19 a. m., in room 304, 
Old House Office Building, Washington, D. C., Hon. Mike Mansfield, 
presiding. 
Present: Representatives Mansfield (presiding), Joe L. Evins and 
Horace Seely-Brown, Jr. 
Also present: Victor P. Dalmas, Executive Director, Arthur F 
Lueas. and Duncan Clark of the committee staff. 
Mr. MansFrievp. The meeting will come to order 
The first witness will be Mr. Samuel W. Anderson, Deputy Adminis- 
trator for Aluminum of the Defense Production Administration. 
Mr. Anderson, will you take the chair and proceed. 


STATEMENT OF SAMUEL W. ANDERSON, DEPUTY ADMINISTRA- 
TOR FOR ALUMINUM, DEFENSE PRODUCTION ADMINISTRA- 
TION 


Mr. Anperson. Mr. Chairman, I am delighted to have an oppor- 
tunity of testifying before this committee in order to bring the com- 
mittee up to date on certain aspects of the aluminum situation. I 
understand that Mr. Lynch has testified on certain phases of the 
operation of the CMP insofar as it affects aluminum and, therefore, 
I shall not cover the same ground this morning. I would like, how- 
ever, to have an opportunity to lay before you the progress of the 
expansion program as we see it today. 

Mr. Chairman, at the request of your staff, I have written out my 
observations here, but I think perhaps as a matter of convenience or 
efficiency, if you like, I will depart from my text and use the chart 
with a pointer, indicating somewhat more effectively for your benefit 
what the status is. I will leave this for the record, although without 
the charts, it is not too significant in print. 

Mr. Mansrrevp. All right. 

Mr. ANperRson. My name is Samuel W. Anderson. I am the 
Deputy Administrator for Aluminum of the Defense Production 
Administration. 

(The written statement submitted by Mr. Anderson follows:) 

[ have brought along with me a chart which I use constantly in 
informing my associates and others as to the status of the expansion 
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program and, with your permission, I should like to make a few general 
remarks on the chart and the facts which it discloses. (Chart A 
follows p. 642.) The under side of the chart represents an attempt to 
set forth the prospects, as we saw them on December 1, 1951. The 
lower diagonally striped portion of the chart gives our estimate month 
by month, for the years 1952 and 1953 of the monthly production of 
metal from the so-called old plants which were in existence prior to 
the authorization of the expansion program, including the Badin and 
Massena plants which have been reactivated to supply aluminum 
under Government contract for the stockpile. You will notice that 
this section of the chart shows quite a pronounced dip, especially in 
the winter of 1952—53 and, to a lesser degree, in the winter just past, 
as well as the beginning of the winter of 1953-54. This dip is fore- 
cast because of the existence of interruptible power contracts mostly 
between Bonneville Power Administration and the aluminum pro- 
ducers in the Northwest. You will doubtless recall that a rather 
severe shortage of water developed in September and October 1951 
which caused some aluminum plants to shut down for a period of 3 
to 4 weeks. Our loss of production from this state of affairs at that 
time totaled only about 2,000 tons of metal. Since that time, fortu- 
nately, those who control the rainfall in the Pacific Northwest were 
especially good to us and we have not suffered any further losses in 
this winter just past from loss of capacity to produce power. The 
original chart, as you will notice, had been constructed on the theory 
that we would lose about 20,000 tons during the past winter. Luckily, 
this was a pessimistic estimate to the extent of approximately 18,000 
tons. 

Looking forward into the next winter, we have felt that it would be 
unwise to assume a repetition of such good fortune as we have recently 
experienced. Indeed, we have taken for our line at the top of the 
striped section of the chart, a prediction which assumes the loss of 
all so-called interruptible power, which it is estimated will amount to 
347,000 kilowatts, during the 6-month period from October 1952 to 
April 1953. This would mean a loss of 86,000 tons of aluminum that 
might otherwise be produced. I hold no brief for my ability to fore- 
cast water conditions 6 to 9 months away, nor do I know of anyone 
who claims to possess that power. However, it is better to be pleas- 
antly surprised than to be unpleasantly surprised and, accordingly, all 
of our calculations are based on this pessimistic assumption. I hope 
I am correct in saying that it is probably much too pessimistic. 

Moving one’s eye up the chart, you will notice that the cross- 
hatched area represents the contribution of metal from the new or 
expanded plants now under construction. You will observe that in 
this month of March 1952, the width of this section of the chart is 
very narrow indeed, indicating that so far we have benefited only to a 
minor degree from production of the new plants. As you know, it 
takes a long time to build and equip an aluminum plant. As the 
months move on in 1952, however, you will see from the chart that 
this band is rapidly expanding. The dotted band next above repre- 
sents our judgment, on December 1, of the amounts of imports which 
we expect, principally from Canada. In this connection, I might 
point out that Canada too, suffered late in 1951 a rather severe water 
shortage and a long strike in the third quarter. Its own production 
of metal was, accordingly, reduced somewhat. Its exports, therefore, 
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both to the United States and to other markets had to be considerably 
reduced during that period. This accounts for the somewhat narrower 
measurement of the band in October and November, as against the 
monthly average bar chart to the left, for the first 9 months of 1951. 

Finally, the top shaded section of the chart represents our calcula- 
tions as to the receipts of old and new aluminum scrap which, of course, 
constitutes an important section of our aluminum supplies. It is 
from this source principally that many aluminum foundries of the 
United States draw their secondary metal for the making of castings. 

The chart is a little too small in size for you to be able to read the 
many notations made on it indicating on December 1, 1951, the dates 
on which we expected the new plants to come into production. 

I would now like to place over the old chart a new overlay which is 
designed to show the changes in our predictions as a consequence of 
events which have transpired since December 1, 1951. (Chart B 
follows p. 642.) You will see that some of the lines are somewhat 
different than they were on the underlying chart. I would like to 
touch upon these changes briefly without taking too much of your time 
in minute details. In the first place, as I pointed out, we were more 
fortunate than we expected in the Pacific Northwest. Accordingly, 
the heavy line for the bottom portion is somewhat better than we had 
originally anticipated. This, however, was partially offset by the loss 
of a little less than 6,000 tons of metal through a strike at the Troutdale 
plant of the Reynolds Co. which caused that plant to shut down for a 
period of about 5 weeks. A sudden strike in an aluminum reduction 
plant is a serious thing because unless adequate time is afforded to 
pump out the electrolytic pots in which the aluminum is made, the pots 
inevitably freeze up and require drastic air hammer treatment to re- 
store them to condition to enable them to produce again when the 
strike is over. This was the variety of strike experienced in Troutdale, 

A slight improvement in the import situation, as indicated by the 
heavy line above the dotted portion of the chart, toward the end of 
1951 and during 1952 is brought about by the recent negotiations with 
the British under which 27,500 short tons of Canadian aluminum 
under contract with the British have been temporarily diverted to the 
United States during this period. This so-called British loan will be 
completed by December 31 but, as you will notice, in the early part of 
1953 it is planned to replace this metal by substantially reducing 
imports from Canada so that the metal may be redirected to the 
British. This latter fact is responsible for the dip in the total produc- 
tion line in the first half of 1953 below what we had anticipated earlier. 

You will also notice that the heavy line for the cross-hatched section 
beginning about February is somewhat below our previous prediction. 
This is largely brought about through a disappointment in the delivery 
of large gas engines to the Chalmette, La., plant of Kaiser, and the 
Corpus Christi, Tex., plant of Reynolds Metals. This slippage of 
power generating equipment has been responsible in large measure 
for the loss of about 18,000 tons of metal which we had expected to 
get at a somewhat earlier date from this facility. As to a number of 
the other newer plants, I am happy to report that the first and second 
potlines in Alcoa’s plant at Point Comfort, Tex., are coming in ahead 
of the schedule, which we had contemplated last December. This 
will give us some improvement in our metal supply beyond that which 
we thought we could expect. The Wenatchee, Wash., plant, also 
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constructed by Alcoa will, we expect, also come in earlier than we had 
originally anticipated, and will be enabled to operate on interim power 
from Bonneville prior to installation of the new generators at the 
Rock Island powerhouse. 

Turning now to 1953—in the early part of this year, as you will see, 
a number of the plants will finally be completed. This will include 
the final lines at Chalmette and the two final lines at Alcoa’s Rockdale, 
Tex., plant. The first two lines in this latter plant will be powered 
by purchased energy from the Texas Power & Light Co., but, unfor- 
tunately, the amount of available interim power is not sufficient to 
carry the third and fourth lines in this plant, which will be ready in 
January and February of 1953. The operation of these two lines must 
await delivery of the first of the large 80,000 kilowatt generators now 
scheduled for operation in September or October of 1953. Try as we 
have, there seems to be no solution to this waiting period toward the 
end of the program. Finally, the new plant of the Reynolds Metals 
Co., in Arkansas, which is just getting under way, is now scheduled 
for April of 1953. This is a tight schedule and may not be attainable. 
The plant which Anaconda is building in Montana is scheduled for 
completion in May of 1953, using Hungry Horse power. 

When the expansion program has been completed during the last 
half of 1953, as you will see from the chart, the total production of 
virgin aluminum from facilities in the United States will amount to 
approximately 126,000 short tons per month, as against about 67,000 
short tons per month in the first half of 1951. ‘lotal metal supply, 
including anticipated imports and scrap generation, we expect to rise 
to about 170,000 tons a month in late 1953 from about 114,000 tons 
a month early in 1951. 

As I think this committee realizes, the problem in aluminum is 
fundamentally the problem of the supply of metal, rather than the 
capacity to fabricate it into useful forms. During this difficult and 
troublesome period of shortage, it has been my effort and the effort 
of all parts of the defense agency to see to it that the first claim of 
the defense program shall be met on time. I know of no case where 
non-delivery of aluminum has indeed held back the production of a 
military item, except in the rare instance of temporary shortages in 
such items as forgings or extrusions requiring the production of new 
dies. 

I think it is fair to say that the outlook, as shown on the chart 
which you see, suggests that unless there is a very large change in 
the demands for aluminum for military purposes, the civilian users 
of the metal will find themselves increasingly able to satisfy their 
wants and gradually to recover the position which they occupied 
before the impact of the defense program was felt. 

We all know that aluminum is a dynamic metal, growing in im- 
portance and usefulness over a very wide front. Those of us who are 
interested in it believe that if the freedom of choice to use it or to 
refrain from using it either in substitution of other materials or for 
new uses can soon be restablished amongst businessmen, it will con- 
tinue to provide an important and significant section of the materials 
on which our economy is operated. It has never been our policy to 
attempt to force the use of aluminum in place of something else, ex- 
cept under the most extraorindary cases when the savings of such 
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materials as scarce nickel and cobalt appear to have very widespread 
technical support. Amongst the latter, for example, I presume might 
be included the use of aluminum conductors for high tension trans- 
mission, a use which had been well-established prior to the present 
period. I have no doubt that when aluminum becomes freely avail- 
able there will be other areas in which the technical and economic 
judgment of the businessmen can be brought to bear to come to the 
decision as to where this use is most appropriate. This is certainly a 
condition devoutly to be hoped for 

The under portion of this chart, Mr. Chairman, represents the read- 
ing of the aluminum supply situation as we were able to make it on 
the Ist of December 1951. The overlay, which I will put down in a 
few minutes, indicates the changes which have taken place since that 
time. 

To explain the chart \p. 642, chart A) a little, this bottom secti n 
diagonally lined constitutes that portion of the aluminum supply which 
is coming from the so-called old plants. Those are the aluminum 
reduction plants which were in being before the authorization of the 
present expansion program. 

There are one or two items that I would like to mention in connec- 
tion with this lower section. You will notice that the chart for the 
winter of 1950-52, where we now are, as we saw it in December, 
showed a substantial dip in monthly production. That was drawa 
in that way because at that time we were fearful that, due to weather 
conditions and rainfall in the Pacific Northwest, substantial quanti- 
ties of interruptible power would be cut off from the aluminum plants 
in the Pacific Northwest and therefore we would not have the benefit 
of that metal. Indeed, at that time we estimated that our losses in 
the metal during that period might amount to as much as 20,000 
tons. 

I will return to that subject in a moment when I put the overlay 
down. 

You will also notice that in the winter to come, that is, the winter 
of 1952-53, the chart also takes quite a severe dip. That is for ex- 
actly the same reasons. Unfortunately, none of us are able to fore- 
cast the weather very accurately and accordingly we have assumed 
that the worst would happen, that all of the interruptible power that 
could go off would indeed be cut out during that winter, and that we 
would lose as much as 86,000 tons next winter. 

Conditions in the winter of 1953-54 are assumed to be somewhat 
better due to the fact that some additional power plants are expected 
to be on the line by that time. 

The second band of the chart, the cross-hatched band, represents 
the contribution in metal expected from the new expansion program, 
consisting of the construction of additional aluminum reduction plants 
and auxiliary facilities. . 

We are here now in March and you will observe, as we saw it in 
December, the contribution of that expansion program would be of 
the magnitude shown by that portion of the chart. It is just begin- 
ning to have its effect. 

The dotted part of the band is designed to indicate our then ex- 
pected imports, mostly from Canada, which is the accustomed ship- 
ments of metal into this country. 
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The top shaded band represents our calculations as to receipts of 
old and new aluminum scrap, salvage from material in use for a long 
time. 

Mr. Mansrtevp. That dip didn’t come through as anticipated, the 
first one, did it? 

Mr. Anperson. As I put the overlay on, I will explain that in 
greater detail. Actually we were very fortunate this winter. The 
total losses for the entire season constitute the drop due to the sharp 
drought in late September and early October, when we lost 2,000 
tons. The balance of the estimated loss was entirely saved. So the 
powers that control the weather have been extremely gracious to us 
this year, fortunately. 

The individual items, I am sure, are too small for you to be able to 
read. Those indicate the starting dates of the new plants as esti- 
mated on December 1, as they came into production. Those esti- 
mates have a real bearing on the construction of the chart itself. I 
would now like to put the overlay on it, which indicates the changes 
in the situation that have developed as a consequence of events since 
December 1 (p. 642, chart B). 

This chart is kept up to date periodically, so we can constantly be 
reminded of the facts as they develop. The first one is the one I just 
mentioned to you, this heavy black line being somewhat higher than 
we anticipated it would be because of the favorable weather conditions 
in the Pacific Northwest. That was partially offset by a strike in the 
Reynolds Aluminum plant in Troutdale, in which the workers walked 
off and the pots, electrolytic cells in which the aluminum is produced, 
froze up and it took 5 weeks to get it back into production. 

Mr. Mansrteip. How long was that strike? 

Mr. Anperson. About 5 weeks. The strike itself wasn’t a strike in 
that sense because the same men who walked off the job for a period 
of 72 hours were immediately hired back to get in with jack hammers 
and clean out the pots. So the men themselves practically suffered 
no loss of income, whereas the company lost over $1,000,000. 

Mr. Mansrrevp. It is my understanding that they have developed 
means by which they can bring those pots back into operation in a 
short while no matter how cold they get. 

Mr. Anprrson. Individual pots, pot by pot, that is true, by putting 
in large amperage. It is a hazardous undertaking. It was deemed 
doubtful whether that method would completely work. It is extremely 
dangerous. 

Combining such heat as could be technically and safely applied, 
together with the cleaning-out operation, they were able to bring back 
production in about 4 to 5 weeks. The loss of that metal consituted 
a loss of about 5,700 tons. 

The next point of interest in the chart at this stage is the increas 
in the green line which is the beginning of the receipt of metal which 
was received over a period of the first 6 months of 1952 as well as in 


December. However, that is partly offset by a disappointment during 


this period, as demonstrated by the position of that line as contrasted 
with the line on the original chart. That comes about largely through 
the delay in the delivery of gas burning engines for the Chalmette plant 
of Kaiser as well as the same type, although different make of engines 
for the Corpus Christi plant of Reynolds. This has caused, in our 
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estimation, a loss of 15,500 tons of metal that we otherwise thought 
we were in prospect of receiving, as we saw the situation on Dec ember 1. 

There are various other adjustments to these lines which come 
about by virtue of some expediting work that has been done with 
respect to Point Comfort, Tex., plant of Alcoa, which has been ad- 
vanced by a month as well as the Wenatchee, Wash., plant, built by 
Alcoa, which has been advanced 1 to 3 months as far as the starting 
date is concerned. 

The favorable effect of that is reflected in these lines. 

Mr. MANsFIELD. You mean those plants are in operation now? 

Mr. Anperson. The first pot line in Point Comfort threw the 
switch on the Ist of March, 16 days ahead of schedule, 29th of Feb- 
ruary—16 days ahead of schedule. The second pot line is due, as I 
recall it, on the Ist of May. 

Mr. Mansrievp. That is in Texas? 

Mr. Anperson. Texas. 

Mr. MaAnsFIeLp. What about the Wenatchee plant? 

Mr. Anprerson. That is presently scheduled for the first pot line to 
begin operation on the Ist of June. The second pot line is to begin 
operation on the Ist of August. 

Mr. Mansrietp. What about the Anaconda Harvey line? 

Mr. Anperson. That is over here. The original plan we had in 
December was for a spreadout starting with that plant on the basis 
of very preliminary construction schedule. Since construction has not 
yet started, we believe that that plant will come in about April of 
1953. That will be the last of the complete plants, with the possible 
exception of the Reynolds Arkadelphia plant, which is now scheduled 
for April of 1953. That is not yet in construction. 

Mr. Mansrietp. The Harvey Anaconda plant will be a five-pot 
line plant? 

Mr. Anperson. No, two large sized pot lines, with a capacity of 
about 50,000 tons a year. 

Another item of interest is perhaps the import band over here. 
The first 6 months of 1953 show a squeezed down appearance. That 
is due to the projected redirection of metal from Canada to the 
British account, which the British have given up for our benefit during 
our period of severest shortage. 

Finally, the most serious delay we have as far as a portion of the 
plant is concerned, consists of the final two pot lines of the Rockdale, 
Tex., plant of Alcoa. That is a four-pot line plant. The first two 
pot lines will be picked up by interim power from the Texas Light & 
Power Co., but there is insufficient interim power and ability to trans- 
mit it to take up the last two lines, so the last two lines will be ready 
in January and February of 1953, but there will not be any possibility 
of operation until probably September or October of 1953 when the 
first large lignite-burning boiler and its generator is spinning and able 
to deliver power. That waiting period is a disappointment, but it 
happens at a time when our metal supply is much better than it is 
today. 

The final outcome of this expansion program, as you can see here, 
is the increase in the virgin metal supply, primary metal, from about 
65 to 70 thousand tons a month to approximately 130,000 tons a 
month and estimated total metal supplies from 114,000 tons a month 
to 174,000 tons a month. 
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Mr. Mansrretp. What period is the last line that you have? 

Mr. Anperson. This is the peak month of 1954, just a sample 
month, which is virtually the same as this. The reason we put that 
in a peak month is because we ended the year during a period of 
doubtful water conditions in the Pacific Northwest and in the summer 
of 1954 there can be no question of interruptible power because there 
is excess water. 

Mr. Mansrietp. What period does that chart cover? 

Mr. Anperson. The chart itself covers from the month of October 
1951 at this point to December 1953 at this point. The isolated 
average month in 1951 is an average of the first 9 months of 1951 as a 
comparative figure. 

I don’t know whether this is a convenient time to stop for any further 
questions on the chart before I make some.other observations. 

Mr. Serty-Brown. I have some questions, but I would like to 
have the whole statement read first. 

Mr. Mansriretp. Mr. Anderson, do you want to read some more 
from your statement or are you ready for questions now? 

Mr. ANperson. I am ready for questions if you wish. I only hada 
paragraph or two. 

Mr. Mansrrexp. Will you finish what you want to read, then, and 
we will question you afterward. 

Mr. Anperson. As I think this committee realizes, the problem in 
aluminum is fundamentally the problem of the supply of metal, rather 
than the capacity to fabricate it into useful forms. During this 
difficult and troublesome period of shortage, it has been my effort 
and the effort of all parts of the defense agency to see to it that the 
first claim of the defense program shall be met on time. I know of no 
case where nondelivery of aluminum has indeed held back the produc- 
tion of a military item, except in the rare instance of temporary short- 
ages in such items as forgings or extrusions requiring the production 
of new dies. 

I think it is fair to say that the outlook, as shown on the chart which 
you see, suggests that unless there is a very large change in the de- 
mands for aluminum for military purposes, the civilian users of the 
metal will find themselves increasingly able to satisfy their wants and 
gradually to recover the position which they occupied before the im- 
pact of the defense program was felt. 

We all know that aluminum is a dynamic metal, growing in impor- 
tance and usefulness over a very wide front. Those of us who are 
interested in it believe that if the freedom of choice to use it or to 
refrain from using it either in substitution of other materials or for 
new uses can soon be reestablished amongst businessmen, it will 
continue to provide an important and significant section of the 
materials on which our economy is operated. It has never been our 
policy to attempt to force the use of aluminum in place of something 
else, except under the most extraordinary cases when the savings 
of such materials as searce nickel and cobalt appear to have very 
widespread technical support. Amongst the latter, for example, I 
presume might be included the use of aluminum conductors for high- 
tension transmission, a use which had been well established prior to 
the present period. I have no doubt that when aluminum becomes 
freely available there will be other areas in which the technical and 
economic judgment of the businessmen can be brought to bear to come 
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to the decision as to where this use is most appropriate. This is 
certainly a condition devoutly to be hoped for. 

Mr. Mansrietp. Thank you, Mr. Anderson. First, I think that 
you ought to produce for the record at the beginning of your remarks 
a synopsis of your background. I understand you are very well quali- 
fied in this particular field, but I feel that, for the record, it would be 
well to have that information. Will you do that? 

Mr. AnpEerson. I will be very happy to do that. 

My original training was as an investment banker in New York 
where I lived until the war. During the war I came to Washington 
in September 1941 to join the then, Office of Production Management 
as Assistant Director of the Aluminum-Magnesium Branch. I con- 
tinued in that position under Mr. Arthur Bunker, who was the 
Director until January 1944, when I became Deputy Vice Chairman 
for Metals and Minerals 

In May of 1944 I became Program Vice Chairman, succeeding 
Julius Krug when be went into the Navy. I kept that position for 
1 year, retiring on VE day to go back to New York 

Since that time, in July of 1948, I was asked by Mr. Hoffman to 
become Director of the Industry Division of ECA in Washington, 
which position I occupied for a year. Subsequently, [ joined the 
staff of the International Bank for Reconstruction and Development 
in October of 1949, from which institution I am now on leave for 
my present position. 

Mr. Mansrre.tp. Thank you, Mr. Anderson. 

Mr. Seely-Brow n. 

Mr. See.y-Brown. I would like to ask you this question. It is 
my understanding that the military are spending at the rate of approx- 
imately $3 to $4 billion a month. We have allocated money, I believe, 
to spend at the rate of approximately $7 billion a month. If we hit 
that top figure, will there still be enough aluminum, in your opinion, 
to take care of the civilian users? 

Mr. Anprerson. Yes; | believe there will be. Our present reading 
of the situation is based upon the most recent figures that we can 
obtain from the Munitions Board as to the projected needs of alum- 
inum through 1954. Admittedly, these programs of course, are sub- 
ject to change at the will of Congress and otherwise. But, on the 
basis of our present understanding of the military requirements for 
all programs, aircraft and nonaircraft, I think this statement is justi- 
fied, because the requirements, in fact, do not rise from this point to 
any large degree quarter by quarter, but remain much more stable 
than we had heretofore supposed they would be. 

Mr. Seety-Brown. Another question: As you anticipate an expan- 
sion in the domestic production of aluminum, do you feel that there 
will be enough power to meet the needs of that expanded program? 

Mr. ANDERSON. Speaking of this program? 

Mr. Seety-Brown. Yes 

Mr. Anperson. Yes. The power arrangements have all been made 
for all these plants. In part some of the plants have arranged to use 
interim power for a period in order to get them into production 
quicker and during that period in which their own power facilities 
are under construction, but the power arrangements for all these 
plants are completely taken care of as required. 
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There is one technical argument still going on in connection with 
the plant of the Reynolds people in Arkadelphia, which has not been 
settled yet. Other than that they have all been settled. 

Mr. Seety-Brown. I believe this is a fair question. I do not 
want to embarrass you. Do you know of any possible expansion or 
building of aluminum plants along the eastern seaboard, in the New 
England area? 

Mr. Anperson. No; I have heard of no proposal to that effect so far. 

Mr. See.y-Brown. Are we exporting any aluminum? 

Mr. AnpersoN. We are exporting a very small amount of pig to 
Mexico consistent with our foreign policy with respect to Mexico, and 
a very small amouat of fabricated aluminum to other parts of the 
world through OIT and ECA. In most cases the fabricated aluminum 
is of such character that it is obtainable only from the United States. 
In the case of pig it is part of our Mexican policy to permit one of 
two facilities there, which is American owned, to operate at some 
minimum rate to prevent it from going broke. 

Mr. Seety-Brown. Could you give us an idea as to the amounts 
of aluminum that would be involved in that? 

Mr. Anperson. In the exports? 

Mr. Seety-Brown. Yes, approximately. 

Mr. Anperson. The figures on pig, I am sorry to say, my recollec- 
tion is not too accurate. It is a matter of a few hundred thousand 
pounds per quarter. I can supply the figure for the record if you wish. 

(Information submitted is as follows:) 


1951 exports of ingot to Mexico, in pounds 


First quarter i: ee , 95, 000 
Second quarter bute mad : ey lee ws Oe bead 33, 000 
ee SE ca tcnndneadtn« dak Sp wo 0 te cteea te a .. 265, 000 
ee CE lendiccrinntstiameda itaks ies aleicniceaghamuninie ane 198, 000 
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Mr. Anperson. As to aluminum fabricated forms, the total alloca- 
tion in the second quarter to OIT and ECA are tickets which include, 
incidentally, the virgin metal—if my memory is correct, that figure is 
about 2 million pounds. 

Mr. Mansrie.p. You can check those figures. 

Mr. Anperson. If I may, I will correct those figures (corrected 
figure, 1,748,000 pounds). 

Mr. Mansrietp. Mr. Evins. 

Mr. Evins. I judge your testimony is in line with that we have 
previously had making for a more attractive or brighter picture for 
aluminum production now and in the future. 

Mr. Anperson. I would like to answer that question this way. I 
think our present situation, as you can see from the chart, is one in 
which we are just beginning to feel the effects of the increased supplies 
of the metal. As you can see, those effects will be progressively more 
important during the next 15 to 18 months. As such, of course, that 
cannot help but improve the picture as far as the civilian consumers 
are concerned, so long as the military demands do not change from 
what we understand them to be today. However, I would like to say 
that it is my belief that the total demands from the civilian economy 
are still substantially higher than the amount of metal we can make 
available for the civilian uses. 
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At this particular moment, as you were told the other day, there is 
a certain softness in the market which we think came about from sev- 
eral sources. One is that people realize that a CMP ticket is indeed 
a cashier’s check on the metal and they can get the metal when they 
cash the ticket. 

The second one is, that I think the frantic character of the demand 
which was so evident in the fourth quarter has disappeared. 

Finally, the businessmen who are using aluminum to produce 
civilian goods, as I understant it, are having a certain amount of 
difficulty in disposing of their merchandise in quite the volume that 
they may have hoped for some months ago. 

Mr. Evins. The large increases from the expanded production? 

Mr. Anpgerson. Yes, that is correct. 

Mr. Evins. Is this expanded production evidenced in new plants 
or in expanded existing facilities? 

Mr. Anprrson. It is a combination of both. A number of new 
plants have been built and in a number of cases old plants are being 
added to. 

Mr. Evins. Are you in a position to tell us whether or not the 
demands or needs of small business, civilian requirements, are being 
substantially satisfied at the present time? 

Mr. Anperson. I am sure they are not being substantially satis- 
fied in terms of the case of the many hundreds and indeed thou- 
sands of businessmen who would like to use aluminum in various 
forms, and it is our hope that, as the expansion proceeds, it will be 
progressively possible to work up more nearly to the genuine require- 
ments of the small business people as well as the large consumersod 
aluminum. Every effort now, of course, is being made to distrib- 
ute the short supplies to the civilian economy as fairly as it possible, 
but in the presence of a shortage of anything in relation to the genu- 
ine demands, it is always impossible to say that everybody will be 
completely satisfied. 

Mr. Evins. That is all, Mr. Chairman. 

Mr. Seety-Brown. In connection with the statement you have 
just made, would you care to suggest a time or a date when you feel 
it would be proper to remove controls? 

Mr. ANpEerson. No, I do not like to hazard a guess on that because 
so much depends on a variety of unknown factors. I think it would 
be a tragic mistake to decontrol a metal or any material which is as 
important as this too soon because of the inevitable scramble that 
would take place and the recreation of black markets and other 
objectionable situations. 

Mr. Seety-Brown. You appreciate the fact that, as the picture 
gets better, the pressure to decontrol also increases in the same ratio 
and possibly in an even greater ratio. 

Mr. Anperson. Exactly. I think there will certainly come a time 
when that will be the better part of wisdom. The present policies of 
DPA and NPA, as you know, are to make available increasing amounts 
of tickets to the civilian economy as the metal supply permits, particu- 
larly as this tendency on the part of certaia consumers not to use some 
of the tickets they got generates a slight vacuum in which we can 
inject a little more assistance in the areas where we know the tickets 
are necessary. 
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As the third and fourth quarters of 1952 and the first quarter of 
1953 develop, we will be able to raise the allocation tickets to the 
civilian economy some more so that more segments will be closer and 
closer to their needed demands, provided again, that the military 
picture is sufficiently predictable. It could be possible to progres- 
sively free this matter of controls. There may be certain shapes that 
it might be necessary to maintain controls on longer than other 
shapes, but even that is speculative at the moment. 

Mr. Mansrietp. Mr. Anderson, could you tell this committee 
what the average shortage in copper is in this country? 

Mr. Anperson. Average shortage? 

Mr. MansrFievp. Yes. 

Mr. Anperson. I would hesitate, Mr. Chairman, to answer that 
question. I do not profess to be a student of copper in anything but 
the most superficial way. 

Mr. Mansrretp. The reason I ask the question is because there is 
an increasing connection between the use of copper and the substitu- 
tion of aluminum due, primarily, to the fact, as I understand it, that 
we suffer from a shortage of approximately 500,000 tons a year in 
copper in meeting our demands, and it seems that it is aluminum that 
is the best substitute for copper. So there is a connection between the 
question and your particular field. Could you try and get that 
information for the record and insert it in these hearings? 

Mr. Anprrson. I will be glad to ask Mr. Andrews who is the head 
of the Copper Division of NPA, to supply what information he can 
with respect to that. 

I am aware of the intimate connection and competition between 
these two metals and it is a subject that has been given a great deal 
of attention in NPA and DPA. 

(Information submitted is as follows:) 
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Mr. Mansrie._p. The competition seems to be easing and aluminum 
is becoming supplementary to the copper industry because of the 
diminishing supply of the red metal. 

Mr. Anperson. In that connection, Mr. Chairman, I would like 
again to emphasize this fact: That we do not conceive it to be our 
function to use the powers of allocation or direction to force substitu- 
tion of aluminum for copper or indeed aluminum for any other metal, 
except under the most extreme cases. I think if we were confronted 
with an opportunity to substitute aluminum for nickel which could be 
shown to be technically inferior to the nickel, but nonetheless practical, 
we might easily direct that substitution because of the intense shortage 
of nickel and its effects on the defense program. 

In the case of copper our attitude is one where we are trying as hard 
as we know how to reach the point where the freedom of choice between 
aluminum and copper is restored to the businessman’s judgment, the 
place where it should be. 

Mr. Mansrtevp. That is all fine, Mr. Anderson. It isn’t the 
question of choice, but a question of necessity. We have, in this 
country, a number of new copper camps—we have one in Nevada 
which is a low-grade producer. ‘Thirty years from pow every copper 
camp in this country will be closed down except Butte. That will be 
running a hundred years from now. The world supply of copper, as 
well as the domestic supply, is diminishing greatly and substitutes will 
have to be found. 

It appears, in some instances, that aluminum is the metal which 
supplements the copper industry and is thereby losing a certain amount 
of its competitive factor. 

We understand that you have made the suggestion that the United 
States sign a long-term contract with the Aluminum Co. of Canada 
for the importation of 3% billion pounds of aluminum during the next 
7 years. Would you care to comment on that? Is this going to be 
another Shipshaw deal, as was in effect during the last war? Does 
this mean that once the aluminum market gets straightened out, we 
will have to continue to buy aluminum from Canada? 

Mr. Anprerson. I will be very glad to make a statement on this 
subject, Mr. Chairman, because [ think it is very important for this 
committee to understand exactly what we are now in process of dis- 
cussing. 

I am sure you will appreciate the fact that in working on this metal 
and on the problems involved in the use of it for defense and other- 
wise, we have made an effort to pay constant attention to the long- 
range aspects of the aluminum situation. I wholly agree with you 
that the copper situation is, on any long-term reading, not a particu- 
larly bright one in terms of supply in the same sense that aluminum 
is My copper friends tell me that, if we can get in the world 400,000 
or 500,000 additional tons during the next few years or on top of the 
2,400,000 tons, they would be quite happy. In the case of aluminum, 
as you know, it is possible to double it with a certain effort and indeed 
double it again, if necessary. 

In looking into the future, therefore, with respect to aluminum, | 
have made certain suggestions which are not decisions. They have 
been thrown on the table for discussion with a number of groups, 
including industry, a group of sophisticated nonferrous metal business- 
men, as well as high Government officials. Indeed, next week we 
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are meeting with leaders of both sides of Congress and we will be 
doubtless discussing the same ideas with several other groups before 
any decision is made. 

I would like to tell you what those ideas are, in very brief form. It 
has been suggested by me that further expansion in the supply of 
aluminum to the extent of 140,000 to 150,000 tons of aluminum in 
this country, together with contract with the Aluminum Co. of Canada 
under which that company would agree to increase its exports to this 
country over what you see reflected on the chart, by an estimated 
amount of about 150,000 tons a year. The expectation of the Alumi- 
num Co. of Canada for the next few years, without any further ar- 
rangements with the United States, at all, would be to export to 
this country from 100,000 to 150,000 tons annually. The offer which 
they have made contemplates an agreement on their part to export 
to commercial buyers in the United States up to 300,000 tons per 
year beginning in 1955 through 1959, for 5 years. They have re- 
quested that should the offer be accepted, the United States Govern- 
ment would agree to buy at then current prices not to exceed 180,000 
tons of metal per year for those 5 years if other buyers did not wish 
to buy it. In effect, that is a parallel arrangement to the arrange- 
ments which have been made with the domestic producers under 
their so-called supply contracts. All the expansion program you see 
reflected on this chart has been brought about by means of supply 
contracts under which the producers are permitted to sell at their 
election the entire output of the expanded plants to the United States 
Government if they cannot sell it elsewhere. 

The United States, in turn, has the right to demand that metal 
for stockpiling. 

In any discussion of the future supplies and demands of aluminum, 
two things become of greatest possible importance. One is to make 
as wise an estimate as one can of the future demand for this metal 
over the next decade in terms of consumption, let us say, per capita 
That is a very hazardous and difficult estimate to make, but none- 
theless, we have taken a deep breath and have suggested some esti- 
mates for discussion of the possible future demand for aluminum. 

The second thing that has to be taken into consideration—and 
this I consider to be the heart of the whole matter—is the question 
of ‘the national stockpile. You are quite aware, Mr. Chairman, that 
twice in one decade this country has been caught in a crisis not of its 
own making. In 1941, we were precipitated into a war. In 1950 
we were precipitated into almost a war. In both those instances it 
was necessary, at breakneck speed to go out and construct new 
aluminum facilities 

The picture in 1941 can almost be duplicated from this chart 

That effort, at that time would not have been necessary at anything 
like that speed if at all, had we possessed a very large, comfortable 
stockpile of the metal. I think, therefore, that the considerations of 
wisdom or unwisdom of accumulating in this country a large stock 


pile of aluminum against a possibility. that this crisis may not be our 
last, is something hat has to be given the most prayerful and 
thoughtful analysis 

Mr. Mansrietp. Then, Mr. Anderson, as I understand it, this 
proposal with the Alur im Co. of Canada ts, at the present time 
ist in a tentative tage? 


i718 3 ' | 
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Mr. ANperRsON. It is an offer made at my request by the Aluminum 
Co. of Canada for our consideration. It involves no financing by the 
United States Government in any way, shape or form other than the 
so-called contingent guaranty agreement to buy the metal in the 
event that other purchasers are not available. 

Mr. Mansrieutp. And instead of 3% billion pounds of aluminum 
over a 7-year period, what you have in mind under this proposal is 
150,000 tons a year over a 5-vear period. 

Mr. Anperson. The actual arrangements with the Aluminum Co 
of Canada have to be interpreted in this light. Without any action 
on our part, it is my judgment that the Aluminum Co. of Canada 
would export to the United States in any event, from 100,000 to 
150,000 tons a year. That metal we, in effect, count upon anyway 
for our industry. Over and beyond that, an amount of about 150,000 
or 175,000 is the additional amount which the Aluminum Co. of 
Canada says it would be willing to commit itself to export to the 
United States if the United States was prepared to take this contin- 
gent commitment, that that amount of metal, or 180,000 tons of 
metal, per vear, for 5 years, or a total of 1,800,000,000 pounds fo: 
the 5 vears, was not sold to other parties. 

Mr. Mansrrecp. Breaking it down, that means between 750.000 
and 900,000 additional tons of aluminum over a 5-year period. 

Mr. AnpEerson. That is correct. 

Mr. Mansrievp. This Government is not in any way subsidizing 
Canadian or other aluminum producers outside this country? 

Mr. Anperson. Definitely not, except for a few spot purchases of 
foreign aluminum which have been offered to us and which we are 
presently negotiating with respect to, and I would prefer not to talk 
about that very much because the negotiations are not completed, 
but it has been our feeling that, if we had an opportunity to pick up 
a small amount or any amount within reason, of aluminum, at this 
time, because of our shortage, it would be a wise thing to do at a 
price higher than the domestic price. 

Mr. Mansrrevtp. Because of the great need of it at this particular 
time? 

Mr. Anperson. Exactly. 

Mr. Evins. You mentioned the great national need and you men 
tioned stockpiling. You did not mention the consideration of cost or 
price. This 5-year contract, is that going to be based upon present 
price demands or, if later the situation has softened, will the price be 
reflected downward, or is it going to be a firm contract over a period 
of years, based upon present levels? 

Mr. Anperson. It would be the then current market price quoted 
by the producers in the United States. There would be no premium 
or discount inherent in the contract. 

[ might make one observation on that. The Aluminum Co. o! 
Canada has suggested that, if the United States Government indeed 
buvs a portion of this—let us say, any part of it—180,000 tons, i: 
any 1 year, and if the tariff on aluminum is raised beyond its present 
figure, with respect to that amount bought by the United States 
Government, they have requested an increase of the same amoun' 
as the rise in the tariff, which means that the money would go in on 
pocket and out the other. 





be ies 


Se 


SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 639 


Mr. Seety-Brown. What is the connection between the Aluminum 
Co. of Canada and the Aluminum Corp. of America? 

Mr. Anperson. I am no authority on this subject, but I understand 
there is no connection. There used to be, many years ago, but I am 
told at the present there is no connection, as a consequence of the 
arrangements that I think were litigated out some vears ago, but | 
am frank to say my knowledge is completely second-hand. I do see a 
good deal of competition between the two concerns, however 

Mr. Mansrre.tp. Mr. Dalmas. 


Mr. Datmas. Mr. Anderson, a headline a few days ago stated that 
| Mr. Wilson had called a meeting to discuss the over-all aluminum pic- 
ture, including the possibility of another round of aluminum ex- 


pansion. That is, I assume, beyond your December 1953 point that 
) you show on your chart? 
’ Mr. Anperson. Yes. That is what I just discussed, being a com- 
bination of some increased production here as well as an arrangement 
with the Aluminum Co. of Canada 
Mr. Daumas. That hasn’t been crystallized, as vet? 


| Mr. Anperson. It is completely in the discussion stage. We are 
most anxious to bring into focus on this idea all the best minds that 
, we can lay our hands on to judge the general soundess or unsoundness 
of it. One of the meetings was the one you referred to on Thursday 
of this week. A number of congressional leaders are meeting with 
Mr. Fleischmann and mvself and with Mr. Wilson at a later part of the 
meeting since much of the first part he hes already heard. We plan 
to call in fabricators of aluminum shortly and others, perhaps to 
| discuss this same question. 


Mr. Daumas. Did I understand that the present aluminum ex 
pansion schedule is being fulfilled? 

: Mr. ANDERSON. Yes; we are doing everything in our power to see 
that these plants come in on schedule. As I explained, we have 
suffered some disappointments and some pleasant surprises. We 
think that probably there will be some further unpleasant surprises. 

r There always are in a program of this size. We hope for some pleasant 
surprises as well. 

Mr. Damas. I am thinking about needed components that go into 
a plant and how the various parts of the plant are scheduled during 
the course of construction. Your office sees to it that 

Mr. Anperson. We try our best to see to it, but occasionally we 
run into an unlickable bottleneck, such as the engines for Chalmette 
and Corpus Christi 

Mr. Damas. I do not believe you touched on the bauxite situation 
That is the basis of all your aluminum production. How much are 
we dependent upon foreign suppliers as to bauxite? 

Mr. Anperson. Very largely dependent. As you know, we have 
some bauxite in Arkansas and that is being mined to a somewhat 
limited extent. Those of us who are interested in the long-range 
picture would like us to see it mined to the minimum extent because 

it constitutes our only reserve of bauxite within the confines of the 
United States. Beyond what is mined in Arkansas our supply has 

come traditionally from British and Dutch Guiana on the north 
coast of South America and more recently from Jamaica. With 
respect to the new plants in some cases the additional supplies will 
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come increasingly from Jamaica. The supplies in Jamaica of bauxite 
are very large. There are also large, but insufficiently explored 
supplies, in the Dominican Republic and in Haiti. As far as I know, 
the bauxite problem in the world will never for certainly the next 3 
or 4 decades, threaten to be a bottleneck in aluminum production. 

It might be interesting to you to have this comparison, since the 
subject of copper came up. In the case of copper and many other 
metals, one of the great problems has been the decreasing richness of 
the ores which have to be exploited. I understand, for instance, in 
the large new Porphory deposit in southern Peru, it will be necessary 
to move about 125 to 150 tons of ore to get 1 ton of copper. The best 
bauxite requires 4 tons of bauxite for producing 1 ton of aluminum. 
Even in the lower-grade deposits it does not run much over 5. So you 
can see there is an enormous difference in the relationship between the 
natural raw material and the refined metal as contrasted with other 
metals. 

Mr. Daumas. Just as a matter of interest, we were told the other 
day by the Lron and Steel Division of NPA, that we were presently 
producing, I believe 40 percent of the world’s total production of steel. 
How does our aluminum production compare with the world produc- 
tion? 

Mr. Anperson. It is much the largest. I will supply, for the 
record, the exact figures which are readily available. 

The North American Continent, if you wish, is very much larger 
than the rest of the world combined. 

(Information submitted is as follows.) 

1951 production of the North American Continent of approximately 1,300,000 
tons was almost double that of all other countries, the output of the United States 
alone representing over 40 percent of world production. 


Data (in thousands of pounds) 1951 production of aluminum 


United States (42 percent) 1, 674 
Canada (23 percent) 893 
All other (35 percent) 1, 396 

3, 963 


Total 

Mr. Datmas. One more question, Mr. Chairman. 

On these limitation orders that we have on aluminum at the 
present time, a great many of them are for only 30 percent across the 
board. Do you believe it would be helpful to the economy if it were 
found possible to increase the self-certification of alumimum beyond 
the point it is now? 

Mr. Anpgerson. I don’t know. Ido not run the aluminum division 

Mr. Datmas. I understand that. 

Mr. Anperson. I do not really consider myself an expert on 
question of that kind. My office is fundamentally a policy office. |! 
think Mr Ly neh testified 

Mr. Datmas. DPA could probably answer that question. 

That is all. 

Mr. Mansrietp. Any more questions? 

\Ir. Seety-Brown. In view of the fact that bauxite is the onl 
mineral from which you can get aluminum commercially, at thy 
present moment, is any effort being made to develop processes whi 
would make it possible to get aluminum from any of the silicates 
which we have great quantities? 
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Mr. Anperson. Yes. During the war a number of experimental 
plants were built, none of which gave any immediate hope for an 
economical process, although technically it can be done. There ts 
no question about that. There was one plant partially built during 
the war at Laramie, Wyo., which is being completed now and is 
designed to carry out further fairly large scale experiments on anor- 
thosite. While it is difficult at this moment to predict figures, we 
know you can make alumina out of anorthosite. It has been done 
on a pilot-plant basis. This plant will serve to demonstrate what 
kind of technical and economical problems we face in looking toward 
nonbauxitic materials. I have no doubt in my own mind that over 
the next few decades, sufficient progress will be made in this direc- 
tion so that increasingly the cost of making alumina from non- 
bauxitic materials will be lowered toward the point at which they 
will become competitive. How long it will take someone to discover 
a process that will be truly competitive, of course, it is impossible to 
guess. 

Mr. Seety-Brown. Will you discuss the use of aluminum in high- 
tension transmission in place of copper? 

Mr. Anperson. I, again, am not an expert on this matter, but | 
think I can give you a few facts. For a long time the technical 
problems of high-tension transmission in aluminum have been 
thoroughly solved. Aluminum conductor is, in the judgment of the 
people with whom I have discussed the matter, fully equal technically 
and indeed, some say, superior to copper. The principal point in its 
favor is in lower costs. While it is necessary to have a larger volume 
of aluminum, weight, nevertheless, is about one-half to carry the same 
voltage. Because of that difference in weight, it is possible to space 
the towers differently than when copper conductor is used. And | 
am told that that in itself constitutes as large a saving as any other 
single factor. 

Mr. Seety-Brown. In other words, you can see the possibility that 
aluminum will take the place of copper? 

Mr. Anpgerson. It has very largely done so in the newer installa- 
tions. I was given a figure the other day that might interest you. 

One of the businesses in the country was requested to. make a 
quotation on a transmission line as a complete job; that is to say, 
furnish the material and erect the line and turn it over to the operator. 
He was asked to make a quotation on both copper conductor and 
aluminum conductor. He engineered both lines out and his quotation 
was about $1,300,000 for the copper conductor lines with all towers 
and all the hardware and everything complete and about six-hundred- 
thousand-odd dollars for the line using aluminum. 

That is perhaps a graphic indication of the savings which are 
possible. 

Mr. See.ty-Brown. It is my understanding that one of the situa- 
tions they face in the automobile industry in Detroit is that they have 
allocated the steel for the construction of a certain number of cars, but 
the amount of copper that has been allocated would not make possible 
the construction of that number of automobiles. Can aluminum 
replace the copper used in that instance in any appreciable degree? 

Mr. ANperson. Again, with apologies for my amateur standing in 
this matter, I would say my understanding is this: There is an average 
of some 45 or 46 pounds of copper in the average automobile, of which 
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about 20 is in the radiator. About 10 is in the motor generator equip- 
ment. ‘The balance is in miscellaneous harnesses and other smaller 
parts. 

I am told that the problem of substituting aluminum or indeed any 
other metal for the copper in the radiator is a difficult one. The 
methods of welding aluminum have not as yet been thoroughly worked 
out in the same sense that a temporary damage to a radiator made of 
brass or copper can be repaired. 

I do know, though, that the motor companies are studying all 
aspects of the substitutive possibility of aluminum for copper and for 
other contents of the car, including steel. They are also studying the 
possibility of the substitution of magnesium for other materials in 
cars. 

I am told the newest Chrysler has 5 pounds of magnesium castings 
in it as contrasted with a few ounces a vear or two ago. So Iam sure 
it is true that the automobile companies are constantly and vigilantly 
watching the possibilities of substitution of one material for another, 
not entirely confined to aluminum, of course. What the outcome will 
be they know much better than I do. 

Mr. Mansrieitp. Thank you, Mr. Anderson. 

We would like to have copies of the charts and the overlay for the 
committee hearings when they are printed, to follow vour testimony. 

Mr. Anperson. Ordinarily, sir, 1 do not print this chart. I have 
the only one which I use for purposes of this kind. I have printed the 
underpart of the chart. 

Mr. Mansrie.p. If we don’t have it, we cannot make much out of 
the testimony. 

Mr. Anprerson. I could give you the printed underlay without the 
OV erlay : 

Mr. See_ty-Brown. Print them as two separate charts. 

Mr. Anprrson. I can do that. 

(The two charts referred to are herewith inserted. ) 

Mr. Evins (presiding). We will now call Mr. Howard |. Young, 
Deputy Administrator, Defense Materials Procurement Agency. 

The committee will be pleased to hear vour statement. You may 
proceed with your statement or however you wish. 


STATEMENT OF HOWARD I. YOUNG, DEPUTY ADMINISTRATOR, 
DEFENSE MATERIALS PROCUREMENT AGENCY; ACCOMPANIED 
BY ALBERT H. GREENE, GENERAL COUNSEL, DEFENSE MATERI- 
ALS PROCUREMENT AGENCY 


Mr. Youna. I am happy to appear before this committee and give 
you such information as you might desire to have in connection with 
copper and iron ore. 

I am the Deputy Administrator of Defense Materials Procurement 
Agency. Mr. Larson is the Director of our agency. 

I have a statement which we have given you, which sets forth a 
brief statement regarding copper and iron ore. In order to conserve 
time, I will not read it. 

I will be glad to answer any questions or make any statements on 
our program. 

Mr. Evins. You may proceed however you wish. 
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Mr. Young. Mr. Chairman, members of the committee, I have 
been asked to appear here today for the purpose of relating to you 
the functions of the Defense Materials Procurement Agency in the 
defense program and Lo describe its operations under the Controlled 
Materials Plan. 

Inasmuch as your committee is primarily concerned with the prob- 
ems confronting small businesses, | am certain that my remarks 
should reflect a real interest in that connection. However, now that 
we are engaged in a rearmament program, all businesses which de- 
pend upon supplies of controlled materials are confronted, basically, 
with the same problem shortages and controls Thus, their prob- 
ems resolve into one of allocation of available supplies. In that 
egard DMPA has no authority or prime responsibility. 

[ am advised that the committee desires to be informed today of 
the progress being made toward increasing the supplies of copper, 
ron ore, aluminum, and coke. DMPA is responsible for increased 
production of only the first two of the commodities mentioned. The 
aluminum-expansion program is presently the responsibility of the 
Aluminum Division, Defense Production Administration. Coke is 
the responsibility of the See retary of Commerce under delegation of 
authority from the Defense Solid Fuels Administration of Depart- 
ment of the Interior 

Now that the limitations upon the scope of my remarks have 
been established I will first describe briefly the functions of Defense 
Materials Procurement Agency. 

In organizing the structure to bolsier American defenses during the 
current emergency, the President established the Defense Materials 
Procurement Agency to centralize activities relating to development 
and expansion of metals and minerals supplies, both domestically and 
abroad. The job is to insure, so far as possible, the flow of materials 
iecessary to meet production and stockpile objectives and to maintain 
the civilan economy. Defense Materials Procurement Agency was 
made responsible for: 

|. Purchasing and making commitments to purchase metals, 
minerais, and other materials for Government use or resale; 

Encouraging the exploration, development, and mining 

of critical and strategic metals and minerals; 

3. Making subsidy payments; 

4. Serving as a guaranteeing agency for loans to private 
business enterprises; and 

5. Installing additional equipment ia Government-owned 
and privately owned facilities. 

In addition, DMPA has responsibilities with respect to granting 
loans and tax amortization certificates. It also provides priorities and 
allocations assistance for maintenance, repairs, and operating supplies, 
equipment, machinery, and for construction projects, and assists the 
mining industry in obtaining access road, manpower, housing, and 
transportation. ‘That is the limit of DMPA’s concern with allocations 
of controlled materials. That leaves us with nothing more than a 
collateral responsibility—that is, to make available a greater supply 
to be allocated by other agencies. 

With respect to the assistance which DMPA may render small 
business, very little can be said. When we are faced with a situation 
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involving critical shortages of minerals and metals, it is no time to 
think of favoring one group over another. We are prepared and 
anxious to deal with any and every one when it will result in ar 
increase in the production of a scarce commodity. It is difficult fo: 
me to envisage a broader or more favorable statement which would 
serve to forestall criticism from any source. My purpose in the 
premises is not solely to forestall criticism, but to impress upon th 
committee my sincerity of purpose. 

This, I am sure, is also the sentiment of Mr. Larson, the Admin 
istrator of Defense Materials Procurement Agency and Genera! 
Services Administration. The record of the latter in favoring smal! 
business, I am told, is the most impressive of all other Federal agencies 
but I am certain that the committee is more familiar with those facts 
than I have a right to be under the circumstances 

Now, to deal with the questions concerning the supply of coppe: 
and iron ore, | will start with the supply and demand of those com 
modities at the outset of the emergency period, state what it is today 
and what we can expect in approximately the next 2 years For 
obvious reasons, complete statistics cannot be stated here with respect 
to copper. For some time we have consumed all the copper that 
could be produced domestically and imported. That will continue 
to be the case during the foreseeable future. 

In order to provide a supply of copper adequate to satisfy the 
defense and essential civilian requirements, it is desired to expand 
annual supply by approximately 350,000 tons. As you know, this 
desired goal has not been achieved; although the long-range pictur: 
is brighter than the immediate picture. The expansion program for 
copper was formulated to achieve this goal by the following steps 

1. Bringing production to the peak of existing plant capacity. 

(a) Existing plant capacity is now being utilized to the fullest 
extent insofar as the tonnages of ore handled. However, this 
has not yielded the hoped-for increase of supply. It now appears 
that a greater supply would be realized if this existing plant 
capacity were utilized to treat ore of copper content comparab|: 
to that treated during the years 1948, 1949, or 1950. It is be- 
lieved that tax considerations, in particular the effects of the 
excess profits tax laws, may be responsible in part for this lag in 
the increase in production. Measures to counter this deterring 
influence are under consideration in DMPA. 

(6) Production has been reduced in certain high-cost mines 
because operating costs are in excess of the price ceilings. It has 
been necessary to assist these operators in order to maintain thi 
production from their operations. Contracts are being negoti 
ated by DMPA with operators of individual mines to pay thi 
difference between the Government ceiling price for copper and a 
price necessary to maintain output at the present capacity level 
Each individual operation is analyzed and a contract price is 
agreed upon for a specified tonnage. 

In the next few years, with increased allocations for civilian con 
sumption, the situation will become gradually relieved. In 1952 
under present restrictions there will be a 15 percent shortage in coppe! 
requirements; in 1953 the deficiency will be 18 percent; in 1954 w 
anticipate a 10 percent shortage; and in 1955, when our expansion 
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program begins to really show returns, the shortage will be but 3 per- 
cent. 

In 1949, or prior to the expansion program for defense, the iron-ore 
consumption was 89.2 million gross tons. In 1950 consumption rose 
to 106.2 million gross tons, and in 1951 to 116.4 million gross tons. 
The anticipated requirements in 1952 will be 127 million gross tons; 
in 1953, 143 million gross tons; in 1954, 146 million gross tons; and in 
1955, 150 million gross tons 

To meet the increased requirements for iron ore for defense produc- 
tion, certificates of necessity have been issued to expand production in 
1951 by 22 million gross tons, 35 million gross tons in 1952, 36 million 
gross tons in 1953 and 1954, and 43 million gross tons in 1955. The 
1955 expansion includes 5.5 million tons from Canada. 

Three certificates of necessity have been issued for taconite bene- 
ficiation plants that will expand the production by 300,000 tons in 
1952, 500,000 tons in 1953, 700,000 tons in 1954, and 2,800,000 tons 
in 1955 

The United States is dependent upon the Lake Superior district for 
75 percent of its requirements, and providing normal transportation 
on the Great Lakes can be maintained, our future requirements will 
be met 

[ believe that I have dealt with each of the matters which I was 
requested to discuss, however, if any member of the committee wishes 
to ask any specific questions | will endeavor to answer them. 

In order to save your time, I will start in by talking about the 
program. For instance, on copper, which is an item that I know you 
are Vitally interested in, our agency is charged with the responsibility 
of trying to procure new developments through new mines or from 
such sources as we can secure the quantities of the various commodities 
that are specified in the programs by Defense Production Adminis- 
tration 

We have just received a statement from the Deputy Administrator, 
Ralph S. Trigg, of the Defense Production Administration, giving us 
the goal to reach, beginning with the year 1955, covering the copper, 
including ore, imports and old scrap, which is desired at that time, and 
I am very happy to advise this committee that at this date we have 
either already certified through our recommendations to DPA and 
their recertification, or asked them for certification on projects that 
are now pending of sufficient amount of copper to meet the program 
in 1955. 

Mr. Evins. When you say you have certified to DPA a sufficient 
amount, you mean you have that required amount available? 

Mr. Youna. We will have in 1955. They are new projects. As 
you are thoroughly familiar with the copper buying from the time 
you start in to develop one of the large ore bodies, such as the White 
Pine in Michigan, which we have—the RFC has made a loan of $57 
or $58 million to bring that into production. That property will be 
in production with some copper in 1953, more in 1954, and by the 
end of 1954 will be up to what they consider their maximum annual 
capacity. 

Take the San Manuel, which is now in DPA for final certification. 
That will be in production in 1954 at half capacity and full capacity 
in 1955. 
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Those are major projects. One requires 58 million and the other 
will require 101 million to bring them into production. 

Mr. Evins. Those are domestic sources? 

Mr. Youna. Yes. 

Then we have the Yerrington mine which is an Anaconda low 
grade production, which will be partly in production in 1953 and 
increasing in capacity in 1954. Then we have the A. S. & R 
Silver Barrel in Arizona, which will be in production in 1954 at maxi- 
mum capacity at the end of the year. We have the Copper Cities 
property in Arizona that will be in partial production in 1954 and 
full production in 1955. We have the Phelps-Dodge Nevada prop- 
erties that will be in about three-quarters production in 1954 and full 
production in 1955. 

So our copper picture by the end of 1955 will be, assuming that all 
of the requirements that they have estimated will materialize, that we 
brought in at this date, dressed 3,000 tons a year out. We know of 
other projects that will be brought in that will bring it up to the goa! 
as set at this time by Defense Produce tion Administration. 

Mr. Seety-Brown. But you won’t be out of the woods until 195 

Mr. Younae. We will not be out of the woods until 1955. We are 
short of copper, as you very readily know, for 1952. We are short 
for 1953. In 1954 we will be in a materially improved position. In 
1955 we will be all right. 

Mr. Seety-Brown. Are we exporting any copper at all? 

Mr. Youna. The only copper we are exporting is that which we 
bring in, some foreign copper, for refining, and then ship the refined 
copper back to the country that it originally came from. That 
amounts to approximately between a minimum of 4,000 and a maxi- 
mum of 10,000 tons a month, varying on the amount that comes in 

Mr. Serety-Brown. In other words, the only copper we are export- 
ing is copper which is being brought into this country for refining? 

Mr. Youna. There is no domestic copper in any substantial quan- 
tities being exported. I have understood there is one mine up in 
New England that had sold their copper because they had to have 
much higher than our price at which to operate. That mine sold its 
copper to a foreign country at materially above our present price 
That is the only property that I know of that is doing that—domesti 
property. 

Mr. Seety-Brown. But no domestic copper as such, other than 
the case you mentioned, is being shipped out of this country t 

Mr. Youna. Except in fabricated items. It may be that some of 
the military might take copper and ship it to some of these foreign 
countries for their military programs—lI don’t know. 

Mr. Srety-Brown. How about under our various foreign aid pro- 
grams, are they shipping any copper out under those programs? 

Mr. Youna. I have no information regarding that. That would 
come from Mutual Security. They would be the only one that would 
be doing that. I think they would be buying foreign copper. I don’t 
know. 

Mr. See.y-Brown. When you determine the copper needs of this 
country and you project these needs to 1955, 1 am wondering how 
much of that copper, Mr. Young, is going to be used outside of this 
country. 


55? 
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Mr. Youna. The figures I have indicated there is no tonnage at. all 
going outside the United States from our own production. The only 
thing that is going outside the country is that which we bring in here 
and refine and then ship the refined copper out. Part of the Mexican 
production comes in here for refining and that is shipped out in line 
with the orders of the Mexican producers. 

Mr. See_y-Brown. Where is it shipped back to? Mexico? 

Mr. Youna. Part of it goes back to Mexico, part to Japan and 
maybe other countries. Part of it stays here. Not all of it. 

We are heavy importers of copper, as you know. We try to bring 
in at the rate of 500,000 tons a year. Last year our imports were 
reduced on account of the fact that the world price of copper was 
substantially above our American price, so imports were the lowest 
we had in the last 2 years. It was approximately 200,000 tons below 
1950. That was really responsible for our severe shortage in 1951. 

Mr. Srety-Brown. The reason I[ ask the question is that it is my 
understanding the Mexican Government has not allowed any copper 
to go out of Mexico until the domestic needs of Mexico are met. 
Whether that is true or not, | do not know. I have been so informed. 
| wonder whether, in this country, we have taken the same attitude. 

Mr. Youne. Their consumption of copper is rather small, between 
a thousand and two thousand tons. That is what it is a month. 
Their total production is between five and six thousand tons. They 
have fabricating plants down there for using part of their copper. 
They fabricate that in Mexico. They bring some of the blister copper 
in here. That is the copper that needs to be refined in the United 
States. Part of that might go back to Mexico. I do not know of 
any Government regulations such as you refer to. 

Mr. Evins. Is your agency conducting any program, Mr. Young, 
at this time, exploratory programs for other ore bodies? 

Mr. Youne. Yes. The exploration for new ores is under the 
Department of the Interior. That refers to the drilling program and 
anyone who has a potential copper or zinc or lead or any other mineral 
that comes within a defense program, can secure from the Department 
of the Interior the defense materials exploration authority, a coop- 
erative exploration program, and there are a number of those being 
conducted at this time. 

Then, when they get to the development stage where they have 
indicated ore and want to sink shafts or equip the property, we step 
into the picture and we are assisting a number of properties. Most of 
them are the ones that I have mentioned here. There are some small 
ones. 

lf a copper miner has been in production say, during the year 1951, 
and on account of increased costs of labor and supplies and other items, 
he cannot produce under our ceiling price of 24 cents, we give them, 
Mr. Congressman, sufficient aid to keep them in production at the 
maximum rate. 

You might be interested to know that at this time our assisted 
maintenance of production in 1952 will amount to, in round figures, 
19,000 tons of copper. In 1953 that will be reduced somewhat on 
account of the fact that some of the mines we are helping this year 
will be worked out next year. 

Mr. Evins. Are you speaking of loans for exploratory work? 
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Mr. Youne. No; where we pay them over the ceiling price. A 
mine comes in that cannot continue to produce at the 24%-cent rate. 
We go thoroughly into their mining operations, their costs, and deter- 
mine that they are in line, and then we set a price agreeable with them 
that will keep them in production at maximum rates. 

Mr. Evins. To what extent is your agency making loans for explora- 
tory work at the present time? 

Mr. Youne. For exploratory work, that is entirely up to the 
Department of the Interior. That is exploration work. The RFC 
is making some loans for development and for equipment. We are 
making some production loans. We have no production loans in 
connection with any copper at this particular time. 

Our method of buying is, we usually find that most of these copper 
projects can either finance themselves or they need a large amount of 
money—one or the other—and in either case we try to work out with 
the owner a eee price that will return to the owner, whether he has 
borrowed the money or put up his own, a certain part of the investment 
within a reasonable length of time, guaranteeing, for instance, as 
we have done in two projects, that we pay above the present OPS 
ceiling price, which is 24% cents. We pay those two 25 cents. 
One of them is the Michigan case and the other is the Yerrington case. 
Both of those required a cent above that in order to justifiy their 
putting money in to develop the property. 

Mr. Evins. Do you care to make any comments on the proposal 
that the United States enter into a long-term contract with the 
Canadian Aluminum Co. in line with the testimony that Mr. Anderson 
just made? 

Mr. Youna. Well, I think probably that our job is procurement, 
and I think Mr. Anderson is in charge of that and he is doing a good 
job. I might make a personal comment, but I do not think I should 
do that. 

Mr. Evins. How about purchase contracts for minerals? Have 
there been a great number of those made, applications filed? 

Mr. Youna. For metals? We cannot buy minerals as such in these 
nonferrous metals, but we buy metal under contracts as I have just 
mentioned to you. The miner will have an arrangement with the 
refiner so that the Government will have metal offered to him and, 
if they cannot sell that metal above, or at a price equal to, or a price 
estimated in the contract, we take that and put it in the stockpile. 
We have large commitments for various metals on that basis. 

Mr. Seety-Brown. In other words, yours is the responsibility of 
getting the metal? 

Mr. Youna. That is right. 

Mr. Seety-Brown. Yours is not the responsibility of deciding what 
is done with the metal after it is gotten? 

Mr. Younc. No, sir. We have nothing to do with that. 

Mr. Evins. Your testimony shows that in °54 and ’55 the situation 
will be very bright and we will be in a good condition, but as of the 
present time 

Mr. Youna. In 55. We will not be in balance in ’54. T want to 
say this. That assumes that the rate of consumption of copper for 
civilian purposes will be kept at the high rate of 1950, which is sub- 
stantially above the rate of 1951. That is the civilian requirement 
Assuming that, which is the highest rate that we have ever obtained 
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in the history of the copper industry, we maintain that rate in 1954, 
we will not have enough copper to go around. Also, we assume that 
our imports do not change over what they are at this time. 

Mr. Evins. In view of the fact that we will not have enough, that 
there will be a shortage and it has been shown that aluminum can 
and is being used as a substitute, I think it would be well for you to 
make a comment on this proposed long-term contract, since aluminum, 
of necessity, will have to be used as a substitute, and we are experienc- 
ing this shortage. 

Mr. Youna. I am very glad to make a statement on that, if you 
wish. It is my judgment that looking at it from an over-all picture, 
it would be good business for this country to make a contract with 
Canada on the basis as outlined by Mr. Anderson and rather than to 
encourage a lot of new productive capacity in this country, when we 
can get it from our neighbor to the north who will have the productive 
capacity at the market price. 

I understand from the testimony that we will buy it at whatever the 
market price is. We will buy it at the then prevailing market price 

Mr. Srety-Brown. As you look at the present situation as of today, 
where our military is spending about half of the money that is being 
allocated to them—lI believe that is correct. 

Mr. Youna. That is correct. 

Mr. Seety-Brown. We have allocated them money, as I have said 
earlier, to the extent of $7 billion a month. If they spent that money, 
that full amount—-now they are spending half of it— if thev spent the 
full amount that they were authorized to spend, what would happen 
to our copper situation? 

Mr. Youna. To our copper situation? 

Mr. See_y-Brown. The present supply. Could they spend $7 
billion a month? Do we have enough copper for them to spend that 
sum in their over-all expenditures? 

Mr. Youne. That would depend on whether the military used 
copper to a very great extent in their ammunition program or whether 
they used steel, as they say they contemplate using, providing they 
develop steel to the point, I understand, where they have almost 
reached. The military would have to give you the correct information 
on that matter. Assuming that they carry out the program that they 
have given to us, we will have enough copper to take care of whatever 
program they might have, but we will have to take some of it out of 
the hides of civilians or out of our stockpile—one or the other, 

Mr. Seety-Brown. Frankly, sir, I am concerned about it because 
| think, in view of pressures which will develop in the next few months 
and reach a peak in November, people are being told that they can 
have both guns and butter. I am just wondering if we are completely 
honest with the people by trying to encourage them in that thought 
| can realize it is a politically popular thought to advance, but I am 
wondering whether, by the same token, we are being completely 
honest with the people 

Mr. Youna. I think this is true. As you gentlemen are more 
familiar than I, the requirements of the military have a habit of 
very wide fluctuation and in these copper figures they are set out at 
2', times what they used last year. If the military program is changed 
from time to time, if it is cut down, we may have more copper for 
civilian use. If the military need it, they will have to take it But | 
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think you realize, the same as those of us who are civilians, that the 
ammunitions program, unless we have an all-out war, we can make a 
lot of ammunition in a short length of time, and we won’t take a lot 
of raw material for ammunition. As to guns and tanks and things 
like that, the amount that is used in that would go forward. 

Mr. Evins. Any further questions? 

Mr. Dalmas. 

Mr. Datmas. Mr. Young, your agency is listed as a claimant agency 
under the defense production set-up. What do you claim for? 

Mr. Youne. We claim for the supplies and the materials and equip- 
ment necessary to bring the plants that we certify into etre for 
all the strategic metals “that are so classified as strate gic by the armed 
services. For instance, these new copper projects are examples 
These taconite projects require enormous amounts of electricity, as 
much electricity as a city of 125,000 people. Our claimant re presenta- 
tive tries to get the material for bringing in all these new projects 
copper, le ad, and zine, and iron ore, and all the various strategi 
materials. 

Mr. Datmas. Who makes the decision that you are going to go into 
one of these projects—DMA or DMPA? 

Mr. Youne. The procedure is as follows: You have a copper proj- 
ect. You bring it nto DMPA. We make an examination of it 
First, we send out to have the records, maps and other information 
checked by field men from the United States Geological Survey and 
the Bureau of Mines. Assuming that we find you have the ore bodies 
that your report indicates, then we make a careful analysis of that 
along with your representatives to determine what is the most con- 
structive program, bow soon it can be brought into production, what 
is the most economical rate of operation to bring it into production. 

Then, after we have determined all of those factors, we will certify 
that over to DPA, and after they have had it, they tell us whether 
they certify it back to us. If they certify it back to us, then we mak: 
the contract. 

If it is a loan from RFC, it goes over to RFC before it makes th: 
contract. Assuming it is a company that can finance itself, we make 
the contract and then from all of the factors that we have collected 
in making that examination, our claimant agency knows what we 
need. If this project requires a substantial amount of power equip 
ment or a substantial amount of other such equipment, it goes over 
to the power department. They concur in it before we make the 
final contract. 

In other words, you, as the owner, will know that they have deter- 
mined, to the best of their ability, all the materials you are going to 
need will be forthcoming as near as the schedule that we have deve! 
oped with you, as possible. 

Mr. Datmas. How are you faring in the distribution of materials 
for your projects? 

Mr. Youna. Fairly well. 

[ will answer on this basis. There are very few requests that have 
come back to either Mr. Larson or to me for equipment that isn’t 
coming forth. This is true. On some of these projects we are just 
getting under way and we may find there are some delays, but so fa 
we are getting along pretty well. 
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Mr. Daumas. What percentage of small business is involved in 
these projects? Are you taking care of that situation? 

Mr. Youna. Most of the small business, so far, that have applied 
in copper, we will say, have been those companies that are operating 
a mine that cannot continue to operate under our present ceiling 
price, and those properties were taken care of by giving them a price, 
whatever was necessary, up to a maximum of 35 cents, which is our 
maximum. That is, up to 35 cents a pound, to keep them going at 
maximum during the life of their property or for a period of 2 or 3 
years, whichever it may be. If they have a mine which has a life 
indicated of 3 years, we will make a contract for 3 years so as to keep 
them going to get every pound of copper available from every source. 

On the claimant agency end for such people, we have such common 
things as tin cans. We have more difficulty getting tin cans for the 
copper industry than anything else. 

We get all the various supplies for everyone that needs them. We 
have heard of no small operator that has curtailed their production 
on account of not getting their supplies to operate. 

Mr. Daumas. Before DMPA was set up there was considerable 
criticism, as we went around through the country and held field hear- 
ings, about the interminable delays in passing these things back and 
forth between NPA, DPA, RFC, and what have you. Have you 
streamlined that process to any extent? 

Mr. Youne. We are trying to streamline it. I can assure you of 
that. We are speeding it up as fast as we can. But I will tell you, 
frankly. I aman industry man, as you know. With all the speed-up 
we have accomplished so far, it is still to me, slow. But we are trying 
to get it through just as fast as we can. You know all the various 
steps we have to go through in order to meet all the requirements 
that are set up in the Government agencies. 

Mr. Davmas. One reason I asked that is that some of the complaints 
we received last July, we still have with us. 

Mr. Youna. Some of them I would appreciate if you would tell us 
about them. You would dousa favor. Some of those we have turned 
down, that their project does not come under the program. Then 
they come around to people to try to get them to see if they cannot 
get it opened. We may have some of those that you refer to, but 
we have some backlog, | am sorry tosay. We still have some backlog 
that we inherited as far back as July, but not very many cases. We 
are trying to turn out more cases than we get in right along, and try 
to get up to date. I am hopeful we can get enough help down here 
so as to have all of these out of the way by the Ist of July. 

One of our big problems is getting people to come down here and 
help us. It is a tremendous problem to get people to come down here 
and help us. 

Mr. Seety-Brown. Why? 

Mr. Youna. A lot of industry does not want to loan any of their 
men to come down here. With industry operating at the maximum 
rate it is today, all those people who are not retired, who are able- 
bodied, have jobs. We take on retired people as fast as we can get 
them. It is just a difficult job to get them. 

Mr. Seety-Brown. The people in executive capacity? 

Mr. Youna. That is right. Or engineers. It is difficult to get 
engineers. What we need, as you can very readily appreciate, is 
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engineers, people who know the mining business. There isn’t a large 
number of them in the first place. All of them that are in good healih 
are employed at much better positions than we can offer them down 
here. 

Some of the companies have loaned their men. I am on loan down 
here from our company. 

Mr. Damas. What is your company? 

Mr. Youne. The American Zinc, Lead & Smelting Co. 

Mr. See_y-Brown. What is being done to develop our sources of 
copper in areas outside the United States? 

Mr. Youna. | will tell you exactly what is being done. In Canada, 
we have a proposition that we expect to get certified that will bring in 
25,000 tons of copper a year, beginning in 1955. ‘That is a new mine 
up there. We are considering a property in northern Rhodesia. 
That is in Africa. We are also considering one in southern Rhodesia. 
We are considering one in Uganda. Those are the only foreign ones 

Mr. Sre.y-Brown. Are those being developed by private industry ? 

Mr. Youna. Those are all being deve ‘loped, or have been de veloped, 
to the present stage by private capital raised in*the foreign countries 
Let’s take this property over in Uganda. That property is property 
from which we will receive a substantial amount of copper and a sub- 
stantial amount of cobalt, which we need very badly. We will go 
about 50-50 on that property, the way it looks. Thev have already 
spent between three and four million dollars and it will probably cost 
another twelve to fourteen million dollars to bring it into production 
We will probably arrange or recommend that they borrow from the 
Import-Export Bank, $7 million and they will raise the other $7 
million. Then we will give them a contract at the market price or at 
a price substantially below our floor price. 

As I recall, they can make copper for 18 cents a pound, and they 
can make cobalt for $1.80 a pound. We will put the price on those in 
line with what it takes to do the job. We are doing that there in 
Canada, where we will work that out on whatever basis it seems will 
be required in the way of price. It looks like 21-cent copper. 

Mr. Sere_y-Brown. What is the company that is doing the work in 
Canada? 

Mr. Youna. It is known as the Campbell-Chibougaman-Merril 
property. Ido not have the corporate name. 

Mr. Srety-Brown. Is it a Canadian company? 

Mr. Youna. Itisa combined American and Canadian. Mr. Arthur 
Knotman, who is one of the outstanding consulting engineers on 
copper, is interested in this property. 

Mr. Evins. Our Government is making a loan through RFC or 
making capital available through the Import -Export Bank and then 
we guarantee them a pric e after we produce it? 

Mr. Youna. That is right. I think that is fair. You gentlemen 
know it is difficult with all the uncertainties we have to go to private 
financial institutions, banks, and to make a loan on some of these 
mining propositions. I am a miner. The mining industry does not 
stand well with the banking fraternity, as most manufacturing busi 
nesses do. It is considered more of a risk. Therefore, the Govern- 
ment, in order to get the material we need, must try to get it the best 
way it can, and the best way seems to be to put up part of the money 
and also give them a floor price 

















SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 653 


Mr. Seety-Brown. What guarantee do we have that we are going 
to get the copper from Canada? 

Mr. Youna. We have this guarantee. Thus far we are not loaning 
Canada any money. We will buy a certain percent of their copper, 
at 21 cents or 22 cents, whatever it will be. 

Mr. Evins. Are there any further questions? 

Mr. Dalmas. 

Mr. Dauoas. I have no further questions. 

Mr. Youna. If we have international allocations of these various 
things, we have no guarantee, unless it is a rule of the IMC that 
everything we finance we are going to get X percent of plus our al- 
located amount. 

Mr. Srety-Brown. Who makes the allocation? 

Mr. Youna. The representatives of IMC. 

Mr. See._y-Brown. Under what authority does IMC operate? 

Mr. Youn. I will let our general counsel, Mr. Al Greene, tell you. 

Mr. GrrENE. I| am at a loss to answer that right now, but I could 
look into that and let you know. 

(See testimony of Manly Fleischmann, pp. 757-764. Also exhibits 
29, 30, 31, and 32 in the appendix). 

Mr. Sgety-Brown. | am interested in this allocation of copper. 
In what form is it allocated? 

Mr. Young. In the refined form, refined copper. That is available 
to the manufacturer for fabricating into the finished item. 

Mr. Seety-Brown. The copper is allocated under IMC. That 
would indicate that copper in itself, in its refined form, then is being 
made, whether you want to call it exported or not, it is still being 
made available to sources outside of this country. 

Mr. Younc. Yes. W> are talking about Canada. You are asking 
about Canada? 

Mr. Seevty-Brown. That is right. 

Mr. Youna. That would be refined in Canada and then come here 

Mr. See.ty-Brown. Could it go anywhere else? 

Mr.- ¥ouna. It could go some place else if it isn’t allocated here. 
Sure it could. 

Mr. Seety-Brown. If it can go from Canada some place else, 
how about the copper right in this country? 

Mr. Youne. The copper in this country, you have to get export 
licenses on every pound of copper that goes out of the United States, 
or any of our other critical materials. A license would not be issued 
by OIT for exporting our copper. They do not give any now except 
probably in the case of the one company I mentioned a while ago. 

Mr. Srety-Brown. What copper does IMC allocate? 

Mr. Youna. IMC allocates the world’s production of copper. | 
think it is known as International Materials Committee. They meet 
quarterly. They know what the world’s production of copper is 
Kach group reports what their production is going to be of new copper 
and that is allocated to the various countries and based on their 
historical use. 

[am not an expert on it. All I know is what I have heard about it 

Mr. Seety-Brown. Do you feel the IMC has allocated a sufficient 
amount to the United States? 

\Mir. Youne. We are in a rather awkward position in this. Every 
ountry outside the United States has a higher price than we have 
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We have an allocated amount to get in the world and we havd a fixe 
price to get it at. Anyone else can get it at whatever price they want 
to pay. 

Mr. Daumas. Do you think much of that copper is going behind the 
iron curtain? 

Mr. Youna. I understand that some of it is, but not in substantia! 
quantities. 

Mr. Datmas. Who puts the limitation on price that we pay in th: 
world market? 

Mr. Youne. OPS. We are paying 27% cents. 

Mr. Daumas. What is the world market price today? 

Mr. Youne. The world market price today—the lowest I have 
heard of is 31 cents and the highest is 35 cents. 

Mr. Damas. We are paying 35 cents for domestic copper. 

Mr. Youne. Only to keep mines in production. We give them a 
subsidy above 24% cents in order to keep them in production. 

Mr. Damas. I am trying to get the reason why, when the copper 
which we need so badly is going down the drain somewhere else, we 
are not willing to pay 35 cents in the world market. 

Mr. Youna. I think if we pay 35 cents in the world market, we 
certainly should pay our domestic producers more money, also. Th 
OPS regulation has set 24% cents, and that is what it is. 

Mr. Srety-Brown. Does the OPS determine the price? Wher 
does the 21l-cent figure come from? 

Mr. Youna. I mentioned 18 cents on Uganda and 21 cents on 
Canada. If we find that you can produce and make a reasonable 
profit at 21 cents, that is what we fix the selling price at, the floor 
price. We will protect you to that. On Uganda it will be 18 cents 

At White Pine it is 25% cents. On some of them it is down as low 
as 22% cents. 

We are doing everything we can to get the material at the price 
which is fair to everybody including the United States Government. 

Mr. See ty-Brown. But did you say you were limited as to the 
price you could pay for copper that was brought into this country? 

Mr. Youna. That is right. 

Mr. Seety-Brown. Was that price 21% cents and 24% cents for 
domestic production? We have authority to keep certain plants 
going in copper and lead and zinc by subsidizing them. 

Mr. Daumas. How many ECA dollars have we put into these other 
countries to develop copper mines and refine copper that we now 
cannot buy at a reasonable price? 

Mr. Youna. I would say this. Most of our foreign copper comes 
from Canada, Mexico, Chile, and Peru. I do not think we put an) 
ECA dollars into those countries. I do not believe so. America: 
capital has developed all of the mines in Chile, Peru, Canada, and 
Mexico. I think that is true. 

I want to make one statement because of the question that was 
asked of Mr. Anderson about the foreign supply of bauxite or alu- 
minum. The North American Continent—Mexico, United States 
and Canada—can, in case of an emergency, produce and refine withi: 
their own boundaries for entire movement by rail, more copper tha: 
was ever dreamed of being used along with the scrap we have in any 
emergency that we have thus far had. By restricting the use fo: 
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civilians, if we were to have an all-out war, we would have sufficient 
copper. 

I thought you would be interested in knowing that because of all the 
statements that have been made in the press, and so forth, about the 
fact that we were never going to have copper and what a dangerous 
position we were in on copper. 

.Mr. Evins. You give a very encouraging picture, then, as regards 
the supply of copper in case of an all-out emergency? 

Mr. Youna. Yes. 

Are there any other questions on copper? 

Mr. Seety-Brown. I would like to ask you a question still on this 
IMC. If we are allocating copper to other nations of the world, not 
we, but if the IMC is allocating copper, we certainly are represented 
on that Board 

Mr. Younea. That is right 

Mr. See.ty-Brown. | am just wondering which costs us more 
money, if you have to translate it in terms of money, whether it is 
wiser to pay a higher price for some of that copper and as a result 
keep our people at work, or whether we are biting off our noses to 
spite ourselves in refusing to pay that higher price and let people in 
this country stay out of work, which costs our country money. Which 
of those procedures costs our country more in the long run? 

Mr. Youne. It would be cheaper to pay the price of copper. 

Mr. Seety-Brown. You are right; it would. 

Mr. Youna. There is no question about that. 

Mr. Evins. You make an excellent statement on this. 

Mr. Young. Do you want any information on iron ore? 

Mr. Evins. We may have to schedule some further hearings. | 
am acting for Mr. Burton, who is the chairman of the subcommittee. 
We will have to adjourn to meet with the House in 10 minutes. 

Mr. Daumas. Do you have some iron-ore figures in your statement? 

Mr. Youne. That is right 

Mr. Daumas. I think that will be sufficient, Mr. Chairman. 

Mr. Evins. You have your written statement to present for the 
record. 

Mr. Youna. Yes. If you want any further information or desire 
to have me come back | will be very happy to do so. 

Mr. Evins. Thank you. The meeting will adjourn 

(Whereupon, at 11:50 a. m., the subcommittee adjourned to recon- 
vene at 10 a. m., Wednesday, March 12, 1952 









































PROBLEMS OF SMALL BUSINESS UNDER THE CON- 
TROLLED MATERIALS PLAN 


WEDNESDAY, MARCH 12, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTER No. 3 OF THE SELECT COMMITTE! 
To Conpwct A Srupy AND INVESTIGATION 
Or THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 304, 
Old House Office Building, Washington, D. C., Hon. Clarence G 
Burton, chairman, presiding 

Present: Representatives Burton (presiding), Abraham J. Multer, 
Horace Seely-Brown, Jr., and Thomas B. Curtis 

Also present: Victor P. Dalmas, executive director, Arthur F 
Lucas, and Duncan Clark of the committee staff. 

Mr. Burton. We will call the meeting to order. This morning we 
are to hear from Mr. W. C. Truppner, Assistant Administrator for 
Production and Distribution Controls, and Mr. George A. Steimer, 
Director, Requirements Committee Staff, DPA 


STATEMENT OF W. C. TRUPPNER, ASSISTANT ADMINISTRATOR 
FOR PRODUCTION AND DISTRIBUTION CONTROLS, DEFENSE 
PRODUCTION ADMINISTRATION 


Mr. Truppner. Do you wish me to read my statement? 

Mr. Burton. I think it would be well to read your statement. | 
think we will have both statements and then we will go into the ques- 
tion period for the two of you 

Mr. Truppner. My name is W. C. Truppner, and I am Assistant 
Administrator for Production and Distribution Controls, Defense 
Production Administration. In response to your request I should 
like to make an initial general statement to bring up to date my 
testimony of October 18, 1951, before your subcommittee 

Since that time the NPA has issued a rather substantial number of 
amendments, revisions, and directions to the CMP regulations. 
Almost all these have been very minor in character and were directed 
at solving particular problems that arose in the operation of the 
Controlled Materials Plan. My answers to your specific questions 
will, I believe, cover the more important of these changes. 

On the other hand, a number of developments have taken place 
which have resulted in a much smoother and more effective operation 
of CMP. If I may, I should like to refer briefly to the procedural 
changes which, in my judgment, account substantially for the improve- 
ment in the operation which has occurred in recent months. 
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First, the entire control system is presently based on a substantial] 
improved set of requirements data. The development of an expe 
rienced staff in the DPA’s Office of Program Requirements togethe: 
with the experience gained by the claimant agencies’ personnel hav: 
combined to make it possible to make program determinations reflect 
genuine program requirements to a much greater degree than in th: 
initial phasesofCMP. The realism of the present program determina 
tions, in turn, provide a sound basis for the functioning of the contro 
system. 

Second, the establishment of control and bookkeeping procedures 
both within the Federal agencies and in private business, has resulte: 
in effectively maintaining purchase order volume within the allotmen 
levels prescribed under CMP. You will recall that in my testimony o 
last fall 1 pointed out the dependence of the effective functioning of 
control system on the development of the necessary procedures b 
private companies so that they could discharge their obligations unde 
the general regulations 

Third, the issuance of direction 7 to CMP Regulation No. 1 on Octo 
ber 1, 1951, cleared the industrial system of the purchase order au 
thority carried over from previous actions of the NPA. This direction 
reduced authorized purchase authority on the controlled materia 
suppliers to the level of the allotment authority issued under th: 
quantitative procedures of the Controlled Materials Plan, and laid 
the basis for bringing supply and demand into balance. 

Fourth, the production directive system has had sufficient time t 
make itself effective in shifting the pattern of mill output in terms o! 
individual shapes and forms to meet the authorized controlled ma 
terial orders placed by CMP consumers under the authority of thei 
allotments. By directing the mills in advance to produce specified 
tonnages of particular controlled-material products, we have been 
able to do a much better job in matching the supply of particula: 
shapes and forms with the authorized controlled-material orders placed 
for these products by CMP consumers 

Fifth, after the first of the vear we were able to direct the controlle: 
material suppliers to accept authorized controlled-material orders « 
a level exceeding their anticipated production. This action was agai 
made possible by limiting purchase orders placed to the tonnage: 
allotted under CMP, which in turn gave us assurance that a roug! 
balance had been struck. The concurrent development of an effectiv: 
system of reporting past due order backlogs by the mills laid the ground 
work for permitting the DPA program determinations to adjust futur 
CMP allotment levels to take account of any increase in backlogs 
beyond the point required for efficient mill operations. Because o! 
these actions, mill space for current CMP tickets was assured fo 
virtually all the tonnage authorized through CMP allotments. 

Sixth, the combination of the foregoing developments, which 
resulted in a CMP operation of genuine effectiveness, in turn had two 
important psychological effects. With CMP consumers having 
reasonable assurance of their ability to ‘‘cash tickets,” the placeme: 
of purchase orders now occurs on a more orderly basis in contrast to 
the previous wild scramble to achieve mill acceptance at the earlies 
possiblg moment. Sumilarly, the assurance of future delivery of a: 
cepted ‘tonnages now permits industrial consumers to reduce inven 
tories to minimum practicable levels and removes the incentive for 
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assuring unbroken operations in the future by pressing against. 
established inventory ceilings. 

I should like now to provide you with supplementary information 
in answer to your specific questions. 


1. What changes in CMP procedures have been made since last October? 
What has been the effect of these changes? 

My general statement above summarizes what I consider to be the 
major changes in CMP procedures which have been made since last 
October. In addition, I think it worth mentioning that we hate sub- 
stantially raised the limits provided for self-authorization under CMP 
Regulations No. 1 and No. 6. The limits applicable to class B product 
manufacturers have been raised as follows: carbon steel from 5 to 30 
tons; alloy steel from one-half ton to 8 tons; stainless steel from 0 to 
500 pounds; copper and brass products from 500 pounds to 3,00¢ 
pounds; aluminum from 500 pounds to 2,000 pounds. It was possible 
to effect these changes as soon as we had a reliable quantitative 
measurement of the effect of our actions. These changes have had the 
effect, of course, of permitting the great bulk of small manufacturing 
concerns to operate under CMP with a minimum of paper work and 
Government control on individual company operations. 

The self-authorization limits for certain types of construction have 
been raised within the past couple of weeks. Thus, commercial con- 
struction limits for steel have been raised from 2 to 5 tons; residential 
housing limits for steel have been raised by 500 pounds; and public 
roads construction from 2 tons to 25 tons. These changes were made 
sO recently that they as vet have had little effect either on the con- 
struction contractors or their suppliers. 


7 As you know. all th uv /-quarte rf "MP orde rs Were cance led or Octobe rT 7 
in an attempt to make CMP operations current. Why have carry- 
overs de veloped since that time? What ste ps are be ing taken to 
eliminate such carry-overs? Have they had an adverse effect upor 
small firms? 

The end-of-year carry-over in fourth-quarter CMP orders was on a 
controlled basis. Direction 7, which governed the carry-over of 
third-quarter orders, was replaced by a revision in CMP Regulation 
No. 1 which established a January 15 date for the carry-over of fourth- 
quarter CMP orders. For this reason, fourth quarter backlogs could 
not exceed 15 days’ production. 

It is the view of the NPA that a backlog of approximately that 
size represents a healthy condition for mill operation. Not only does 

provide a cushion for cancellations and other adjustments, but it 
permits more efficient scheduling of mill operations. As I indicated 

my general prefatory statement, we believe that we have now taken 
the steps necessary to provide for the acceptance of authorized con- 
trolled material orders without running the risk of having such order 
acceptance result in the development of unwieldly carry-overs at 
the end of each quarter. 

In our judgment the carry-over situation in the past has had little 
or no adverse effect on small firms as distinguished from large firms 
We be lieve that the present rules for controlling carry-overs are bene- 
fiting small as well as large firms. 
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3. Are holders of CMP tickets generally assured of finding places on mili 
schedules at this time? Is there any assurance that they will receiv 
delivery in the same quarter in which the order was placed? 

In general, it is our judgment that holders of CMP tickets ar 
assured of finding places on mill schedules at the present time. Whil 
there are certain tight supply conditions still existing, both for th: 
present and future quarters, we believe that the expediting units 
established in our controlled material divisions will find it possible to 
solve most of the problems created by failure of the general rules to 
function effectively in certain specific instances. During this quarte: 
the volume of requests for specific assistance on our three controlled 
material divisions has not been heavy. The current reports on pas 
due unfilled orders submitted by the controlled material suppliers 
would indicate that this condition may be expected to continue throug! 
the second quarter of this year 


1. What were the reasons for retain ing Direction 3 to NPA Order M 
by incorporating it in the order? Do you believe NPA has retaine 
su fh ient control over steel allocations? 

It is the view of the NPA that the provisions of Direction 3 t 
Order M-—1, as revised February 1, 1952, provide certain advantages 
for operations under CMP in a period of semimobilization. In gen 
eral, it follows the principle of permitting maximum flexibility withu 
general regulations by making it possible for suppliers to continue 
relationships with regular customers, and conversely for customers to 
continue relationships with regular suppliers. For example, com 
panies cannot use the legal compulsion of CMP Regulation No. 1 to 
shift their purchases from warehouses to mill suppliers for the pro- 
curement of material to manufacture purely civilian products. Asicd 
from the obvious advantage of avoiding this use of CMP legal power 
any substantial shift of this type has the effect of creating a temporary 
fictitious shortage. Since some 18 percent of steel production is 
directed through warehouses, the mill supplies available for cashing 
CMP tickets represent only 82 percent of outstanding allotment 
authority. If any significant portion of the consumers who normally 
purchase their steel products from warehouse suppliers force the mills 
to accept their purchase orders, it follows that an equivalent tonnag: 
normally available for direct mill purchasers will not be available 
until such time as the mill warehouse distribution is finally established 
toward the-end of-each quarter. During the. interim, this condition 
creates a general opinion that these CMP tickets are not valid. 

Secondly, delegation of limited authority to mill suppliers makes it 
possible for them to prevent a single large consumer or group of larg 
consumers from completely preempting their space at the expense of a 
number of smaller purchasers. Thus, if a mill has one large custome! 
and 100 small ones for a particular steel product and the large cus- 
tomer receives allotment authority to take all of the steel product a 
mill can produce in a given quarter, it becomes possible for that 
customer to preempt the entire facilities at the expense of the smalle: 
firms. The provisions of Direction 3 make it possible for that mill 
to accept only a portion of the large firm’s authorized controlled mat: 
rial order and thereby make space available for the small firms. 

Another example of the advantage of Direction 3 is illustrated by 
the case in which a particular firm requires the fabrication of a specifi 
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steel product which can be produced by only one source. Under these 
conditions, if the space on that particular mill is taken up on a manda- 
tory basis by other companies, such a steel consumer faces a shut- 
down. Direction 3 gives the mill the right to reserve space for such 
a company and force the other companies to use the kind of alterna- 
tive facilities which they normally have been using. 

We believe that NPA has retained sufficient control of steel alloca- 
tions. In the event that any military or defense supporting order 
remains unplaced because of the judgments exercised under Direction 
3, the NPA has the right of directive action upon request of the steel 
consumer 


5. Do you believe that any steel, copper, or aluminum products can be 
decontrolled at this time? 

We have under consideration at the present time the decontrol of 
several steel products. As*you know, we have already decontrolled 
chrome stainless steel. Similarly, we are considering parallel action 
for secondary steel products, used steel, conversion steel, and mer- 
chant trade products. In general, the decontrol of major controlled 
material products from CMP is a highly complex problem. Since 
allotments are made in very broad categories, so as to permit a maxi- 
mum of individual business judgment to be exercised in shifting from 
product to product with changing production schedules, the decontrol 
of any particular product in easy supply cannot be accomplished 
without careful regard being given to the effect that such action 
would have on items in tight.supply. Thus at any given time the 
decontrol of carbon steel sheet will result in the use of carbon steel 
allotment authority for the placement of orders on bars or tubing 
or some other tight product in a volume for which no provision 
has been made. 

Further, it is likely that any program for decontrolling the con- 
trolled materials, shape by shape, will lead to wide confusion in 
industry because of the constantly changing definition of controlled 
materials, together with the shifting scope and meaning of allotment 
authority. From the Government’s point of view, such confusion 
and misunderstanding would result in the malfunctioning of the basic 
controls system at a time when it is needed. At the present time 
we are developing an approach to the problem of decontrol which 
takes account of the obligations the National Defense Act places on 
the NPA, the problems of the Defense Department and the Atomic 
Energy Commission, and finally is procedurally acceptable to both 
material suppliers and users 


a) If CMP Ls working smoothly, why has it been necessary to create the 
A, B,C, E, Z-2, S and S-1 ratings, which have the effect of creating 
prooritie S and SU pe rpriority s with in the syste m? 

First, to keep the record straight, there are no special S and S-1 
ratings recognized in any order or regulation of the NPA. The S 
symbol refers to an internal essentiality system established by the 
Defense Department for its own guidance. 

Preference rated orders identified by the symbols A, B, C, E, and 
Z-2 do not carry any preference with respect to order aceeptance by 
vendors. In other words, all DO rated orders have the same standing 
with respect to order acceptance. Once a DO rated order bearing 








662 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


the aforementioned program symbols is accepted, however, it is 
protected against schedule slippage by the provisions of NPA Regu 
lation No. 2. This action has been taken simply to provide maximum 
assurance that all military, atomic energy, and machine tool programs 
which are described by the foregoing symbols will be maintained on 
schedule 

Authorized controlled material orders for steel, copper, or aluminum 
which bear these program symbols do have preference with respect 
to order acceptance, since they are exempt from the provisions of 
direction 3 to order M-—1 and the companion directions for copper and 
aluminum. The objective of this exception is to minimize the number 
of times that the NPA would have to take directive action in the 
event that military or atomic energy orders fail to get placed under 
the normal functioning of mill acceptance procedures under these 
directions 

The advantages of these directions have been deseribed in my reply 
to vour question 4. Since we desire to retain the advantages 
described without endangering the rapid placement and acceptance 
of orders for the military and atomic energy programs, it was neces 
sary to make an exception for purchase orders falling within these 
categories 

Mr. Burron. Thank you very much, Mr. Truppner. Before 
proceeding with questions we would like to hear from Mr. Steiner. 


STATEMENT OF GEORGE A. STEINER, DIRECTOR, REQUIREMENTS 
COMMITTEE STAFF, OFFICE OF PROGRAM AND REQUIRE- 
MENTS, DEFENSE PRODUCTION ADMINISTRATION 


Mr. Srerner. My name is George A. Steiner. I am Director of 
the Requirements Committee Staff of the Office of Program and 
Requirements, Defense Production Administration. 

Mr. CuarrMan. I am “glad to have this opportunity to appear 
before this committee to discuss various aspects of the operation of 
the Controlled Materials Plan. The committee asked Mr. Trigg, 
Deputy Administrator of the Defense Production Administration 
for Program and Requirements, to be prepared to duscuss various 
questions concerning the operation of CMP. Since Mr. Trigg is 
unable to appear today, these questions will be incorporated in my 
statement. The committee has requested answers to five questions. 
These I shall try to answer as best I can. 


l. Have any changes been made in the screening o} require ments by 
DPA since the committee’s last hearing in October? If so, what 
effe ct have they had? 

A number of changes have taken place which I believe have much 
improved the programing procedure. As a background for present- 
ing the more important changes I should like to summarize the pro- 
graming procedure for the first and second quarters, a procedure 
which will be generally followed in the third quarter. 

The first quarter 1952 programing procedure began in June 1951, 
when the DPA requested from all claimant agencies a statement of 
their first quarter 1952 and subsequent quarterly controlled material 
requirements. Reports were due between August | and August 15 
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In the meantime the staff of the DPA worked closely with claimant 
agencies in the development of requirements statements. 

When claimant agency requirements were received by the DPA, 
copies were transmitted to the staff of the NPA Metals and Minerals 
Bureau and the NPA Policy Coordination Bureau. This staff, to- 
gether with the staff of the DPA, met informally with a number of 
the claimant agencies to discuss requirements and programs 

During the first 2 weeks of September a series of meetings were 
arranged with all claimant agencies The combined staffs of the DPA 
Office of Program and Requirements, the NPA Metals and Minerals 
Bureau and the NPA Policy Coordination Bureau, and each claimant 
wency Whose program was under discussion met to analyze programs 
and requirements. At these meetings an effort was made to explore 
thoroughly with each claimant the way in which requirements were 
calculated, the needs for specific controlled material shapes and forms, 
program levels supported by requirements, time-phasing, the relation- 
ship of one claimant’s program to programs of other claimants, degrees 
of essentiality among programs, possible deferrals in parts of pro- 
grams, validity of material requests to support given program levels, 
and related problems 

Various problems arose in these meetings which merited further 
analysis and discussion. To the extent necessary such study was 
undertaken. In some instances, problems were of such a nature that’ 
new meetings of all interested parties had to be arranged. In these 
meetings and other studies, every program of each claimant agency 
and the product codes of each NPA Industry Division were studied. 

In the meantime, various problems associated with controlled ma- 
terial supplies were explored. Separate meetings were arranged with 
the NPA Metals and Minerals Bureau to review the steel, copper, and 
aluminum supply estimates against which the first quarter 1952 allo- 
cations were to be made. These discussions went beyond questions 
of total supply to issues connected with individual shapes. The pos- 
sibilities of increasing supplies of various shapes in short supply, such 
as structural and plate, were thoroughly explored. 

As a result of this review of requirements and supply, preliminary 
recommendations were worked out covering allocations of scarce ma- 
terials for each claimant agency. These were then discussed with 
each claimant agency in terms of product mix, levels, and related mat- 
ters. 

On October 1, 1951, the results of this work were placed before the 
Program Adjustment Committee. This Committee, on which is 
represented every claimant agency, met to consider the recommenda- 
tions, to hear appeals presented by claimant agencies, and to prepare 
its recommendations for consideration by the DPA Requirements 
committee. On October 10, after five or six full days of meetings, the 
PAC presented its recommendations to the Requirements Committee. 
The RC then reviewed the work of the PAC and the DPA staff. 
Program determinations followed. 

Important changes in the requirements evaluation procedure from 
the fourth quarter to the present time, in my view, are as follows: 

First, 1 think it is fair to say that claimant agencies themselves are 
in a much better position today to present firm requirements. The 
experience gained in the past three quarterly program operations has 











664 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


borne fruit. Many technical problems have been ironed out and 
their methods in preparing requirements have improved. 

Second, the programing procedure in the fourth quarter was at first 
centered in the work of the NPA Controlled Material Divisions 
The results of the NPA Controlled Material Divisions’ review then 
were presented to the DPA staff which in turn presented its conclusions 
to the Program Adjustment Committee. In the first and second 
quarters the NPA Controlled Material Divisions and the DPA staff 
worked closely together in the program evaluation process. This 
eliminated duplication of work and permitted a cooperative effort 
which was not possible under the methods of the fourth quarter. 

Third, and growing out of the first two observations, I think the 
whole programing procedure in the first and second quarters was much 
more orderly than in the fourth quarter. 

Fourth, the staff work of DPA has expanded considerably growing 
out of the accumulation of historical data and the closer integration 
of other important agencies of Government in the programing 
operation 

Naturally, as CMP proceeds, there is an accumulation of historical 
data which can be used with important effect on the programing 
operation. This information applies to supply as well as to require 
ments 

Beyond the building up of information, the staff work of DPA has 
expanded. On December 9, 1951, for example, a Construction 
Analysis Staff was set up within DPA to examine requirements for 
controlled materials in the construction field. A prominent consult- 
ing engineer from Detroit is the Director of this staff. He has with 
him four industry experts from different steel companies. This staff, 
since its creation, has worked directly with all of the claimant agencies 
who require significant quantities of controlled materials for con- 
struction purposes. The staff has examined large parts of the 
principal construction programs to determine the so-called engineering 
readiness of the job to go ahead in the quarter for which materials 
are claimed. Stated another way, this group has examined projects 
to determine whether they could effectively use the materials claimed 
In the course of these examinations, the staff has talked directly with 
the owners of projects, fabricators, and steel mills. This work has 
helped much in a proper evaluation of construction requirements 
particularly structural steel. In addition, this committee has per- 
formed an educational function. Its work has helped the claim- 
ants to determine proper time intervals normally allowed for such 
functions as awarding of contracts, development of engineering work 
and placement of orders on mills and fabricators. Through these 
activities each claimant should now have a proper understanding of 
the phasing of construction activities with the dates for necessary 
delivery of controlled material at the site. The committee has been 
working continuously on construction requirements for the first, 
second, and third quarters of 1952. 

The program-evaluation process has been much aided, as I noted 
above, by a closer coordination between the DPA staff and the NPA 
controlled materials divisions. In addition, the coordination and 
cooperation between the DPA staff and claimant agencies has im- 
proved. The DPA Office of Production has become more closely 
integrated in the programing operation in evaluating various parts of 
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the military program. ‘The DPA Office of Aircraft Production like- 
wise has aided in an important way in the evaluation of material 
requirements for the military-aircraft program. Various offices in the 
Office of Defense Mobilization also have been integrated more closely 
into the programing procedure. 

These, and comparable improvements in the programing procedure, 
have permitted a better evaluation of supply estimates and require- 
ments presented by claimant agencies. Every effort has been made, 
im the time permitted for programing to bring to bear to the extent 
humanly possible, information and agencies of Government that can 
contribute in the process. The whole process is not perfect but | 
think it has fmproved much with experience. 


2. What significant changes in program determinations have occurred in 
the first and second quarters? 

First of all, in the first quarter, the demand-supply imbalance for 
most controlled materials was greater than in the fourth quarter. 
For all the demand-supply imbalance created a severe programing 
problem. Stated requirements for steel plate, for example, were 173 
percent of supply compared with 145 percent of supply in the fourth 
quarter. The original first quarter demand-supply imbalance for 
structural steel was 205 percent of supply compared with 218 percent 
in the fourth quarter. ‘The ratio in wire was slightly less than in the 
fourth quarter; the ratio for carbon steel was slightly higher. 

Second, military and atomic energy direct and indirect requirements 
mounted substantially from the fourth to the first quarter. The 
stated requirements for A products of these programs amounted to 44 
percent of the alloy steel supply, 40 percent of the stainless steel supply, 
$1 percent of the brass mill copper supply, and 45 percent of the supply 
of aluminum. When estimates of indirect requirements for com- 
ponents entering into military and Atomic Energy Commission end- 
items are added, the totals for these materials amounted to more than 

percent of the respective supplies 

These requirements were of course subject to the most careful 
screening. After the screening process, authorized allotments for the 
first quarter were much above fourth quarter levels. The original 
first quarter program determinations for the Department of Defense, 
for example, were substantially above those of the fourth quarter. 
Carbon steel was approximately 400,000 tons greater; brass mill 
copper Was originally 80,000,000 pounds greater, and aluminum was 
originally 80,000,000 pounds greater. Indirect requirements also 
were substantially above the fourth quarter. 

Third, complaints concerning the cashability of CMP “tickets” led 
to the conclusion that the margin of allotment over supply for each 
controlled material should be reduced. This was done 

As a result of the reduction of allotment to supply and the rapid 
increase of allotment requirements of the Department of Defense and 
the Atomic Energy Commission a smaller quantity of most materials 
was available for distribution to other programs in the first quarter as 
ompared with the fourth quartel 

On the whole, | think it is fair to Say that no claimant agency as a 
result was happy with the final program determinations. But, on 
he other hand, I think that each agency received sufficient controlled 
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material allotments to pursue all their essential and important 
programs. 

Turning now to the second quarter program determinations, th: 
demand-supply imbalances revealed when claimant agency stated 
requirements were first submitted were moderately lower than compar- 
able ratios for the first quarter. This was true for all materials. I: 
represented, in my opinion, firmer methods for calculating real require 
ments, controlled demand growing out of certain NPA orders, and a 
recognition in some claimant agencies of the fact that materials wer 
not available for certain unessential projects and production pro 
grams. The resulting demand-supply imbalance, however, was stil! 
formidable, amounting to 169 percent for structural steel, 185 percent 
for steel plate, and 150 percent for copper and aluminum. 

Second quarter original military requirements were well abov: 
first quarter allotments, and for some materials well above origina! 
first quarter stated requirements. Indirect requirements for military 
and atomic energy commission programs again were impressive 
Calculations of direct and indirect requirements for military and 
atomic energy programs showed the following proportions of materia! 
supplie s: carbon steel, 21.6 percent; alloy steel, 46.5 percent; stainless 
steel, 57.6 percent; brass mill copper, 62 percent; wire mill copper, 30.2 
percent; foundry copper, 31.7 percent; and aluminum, 68.2 percent 
Both structural steel and plate requirements of the Department of 
Defense were much above original first quarter stated requirements or 
allotment authority. 

In the second quarter, as in the first quarter, complaints about 
difficulties of consumers in getting on mill order books resulted in a 
further reduction of the margin of allotments above material supplies 
The reduction in the second quarter was substantial. 

In the second quarter, as in the first quarter, these two factors 
along with others, resulted in a reduction of total allotments of som: 
materials to programs other than military and Atomic Energy Com- 
mission programs. Supply increase in some materials offset these 
factors to some extent. 

In the second quarter as in the first quarter, allotments met th 
essential needs of the military, atomic energy, and various defense- 
related programs such as power, petroleum, and basic resource expan 
sion. Support of these programs naturally resulted in deferment of 
less essential programs as reflected in lower allotments to some claim 
ant agencies. 

8. What is the carry-over situation at the mill level, and has it had ai 
adverse effect upon small firms? 

At the present time precise information about projected mill carry 
overs from the first to the second quarters, and from the second to 
the third quarters, is not available. The controlled materials divi 
sions of NPA are now in the process of trying to collect this data 
I am informed, however, that the carry-over in all the controlle 
materials is estimated to be moderate, running from 2 to 3 weeks 
production. This moderate backlog of orders reflects in the apparent! 
demand-supply balance at’ the mill level at the present time. Wit! 
such a backlog the CMP system is operating to permit the cashing 
of tickets. In this light small firms as well as large companies shoul 
be having little difficulty in cashing tickets. 
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4. Have materials been allocated to the programs for expansion of 
facilities for producing controlled materials in amounts adequate 
to keep the programs on schedule? 

To the best of my knowledge no controlled material expansion 
program has failed to meet its schedule because of inadequate con 
trolled material allotments to the program. 


Finally, the committee asked for a comment on whether steel, copper, or 
aluminum products can be decontrolled at this time? 


As the committee knows, chrome stainless steel is the only con- 
trolled material which has, up to the present time, been decontrolled 
At the present time an apparent easiness at the mill level is raising 
questions about decontrol of various controlled materials. In my 
opinion decontrol of any of the three controlled materials at this 
time would be premature 

In general terms the situation at the mills is this: First quarte: 
open space does not exist except for comparatively small tonnages 
here and there, generally in high-cost mills. The only open space 
of any magnitude, so far as I know, is in cold-rolled sheet and strip 
The NPA has recently issued additional allotments to take up first 
quarter sheet and strip space. In the second quarter, mill books for 
most producers for April, the month for which lead times have 
expired, are full. Space is open for May and June. This situation 
is now in the process of review. 

There are a number of considerations which I feel are important 
in reviewing the current situation at the mill levels, I should like to 
summarize these in terms of the current supply-demand situation 
and in terms of potential demand. 

First, CMP apparently has been successful in equating reasonably 
well demand and supply at the mill level. Just 1 month ago there 
were strong complaints that ticketholders could not get metal 
Now, those with tickets can get them cashed. In part, the current 
apparent ease at the mill level is indicative of the fact that CMP is 
working. 

Second, as of January 31 about one-third of the total tickets issued 
for the second quarter were still in Washington. It takes some time 
for material authorizations to filter down through the industrial chain 
to mill levels. This flow at this time may not be so fast as in the past 
because consumers feel that the current apparent ease will give them 
plenty of time to get on mill order books. 

Third, the fact that producers are sending salesmen out on the road 
to get business does not necessarily mean that important open space 
exists on their books or that insufficient tickets are in the system. In 
the copper area, for example, there is no finishing capacity problem 
The problem is scrap and refined copper. Some mills may be seeking 
orders in the hope that with orders they can get refined copper through 
NPA Cooper Division directives. Then, too, slight miscalculation 
of NPA controlled material division product mix can leave producers 
of some shapes with more raw material than actual ticket placement 
If backlogs are not heavy, this situation turns up as open space. Suc! 
open space, however, is apparently of small magnitude. 

Finally, the apparent ease at the mill level varies considerably from 
shape to shape. Carbon steel bars are still a bit tight Hea 


structurals and hes VV pDiate are still Shug Alloy stee] shape 5S tl 
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forms are apparently in good demand-supply balance. Metal mills 
have asked for more nickel to fill orders than there is available nickel. 
Brass mill alloy strip and rod is easier than condenser tubing and bus 
bar. Wire mill supply is snug. In the aluminum area hard alloy 
extrusions are tighter than sheet. In a situation where some ease 
leads to a psychology of surpluses, a small percentage tightening can 
have just the reverse effect. Ina theater of 100 seats where outstand- 
ing tickets total 98, no problems of seating appears. But if 102 people 
seek seats the result can be serious. 

Last Thursday the DPA Requirements Committee authorized the 
distribution of 30,000,000 pounds of additional aluminum authoriza- 
tions for the second quarter. This tonnage was made available by a 
return from the Department of Defense. Most of it is to be dis- 
tributed by the NPA primarily to producers of consumer and civilian- 
type items, including building materials, so as to raise the genera! 
level of aluminum allotment authority to all producers in these areas 
In addition, special attention will be given to satisfying as fully as 
possible all appeals which producers have submitted to NPA, particu- 
larly those in industries which are experiencing employment disloca- 
tions because of the comparatively low levels of aluminum allotments 
Important consideration, I understand, will be given to hardships 
created among small businesses by the allotment levels’ originally 
established for the second quarter 1952. This distribution of alu- 
minum, amounting to almost 5 percent of the second quarter projected 
aluminum supply, should go a long way toward providing relief to 
many producers in the building materials and consumer durable goods 
areas who have appealed for additional materials. Similarly, DPA 
has authorized the distribution of 20,000,000 pounds of copper brass 
mill products. Most of this will also be distributed by the NPA in a 
similar fashion. 

In viewing the current mill situation it is important to distinguish 
between what may be called legal demand and market demand. Lega! 
demand is demand that can be and is backed up by authorized con- 
trolled material allotments. Market demand may be over or below 
legaldemand. I doubt whether market demand in the second quarter 
is much below legal demand in any claimant agency. There are 
many where market demand is much above legal demand. In an 
apparent easy-supply situation, issuing tickets for this demand can 
tighten up mill order books considerably. 

A brief summary of third quarter stated requirements of claimant 
agencies indicates the extent to which potential market demand is 
above the level of current controlled material authorizations. Fol- 
lowing are claimant agency stated requirements for the third quart: 
in relation to presently projected material supplies for the quarter 
carbon steel, 136 percent; steel plate, 145 percent; structural ste 
151 percent; alloy steel, 128 percent; stainless steel, 212 percent; bras: 
mill copper, 145 percent; wire mill copper, 140 percent; foundry coppe: 
products, 144 percent; and aluminum, 125 percent. In viewing thes 
stated requirements it must be recognized that these are not wha 
might be called free market demand. ‘Thus, for example, all comme 
cial construction needs are not reflected in the structural figures, a 
potential demands are not reflected in the aluminum requirement 
and all demands are not reflected in brass mill requirements. Son 
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emands are restricted by current NPA orders or by previous allot- 
nt policies and are not included in thes fivures 
In viewing any question of decontrol solely from a demand-supply 
wint of view, aside from other issues, these considerations seem rele- 
unt In light of them it is my judgment that contemplation of 
ontrol of controlled materials in the current quarter premature. 


\ir. Bi RTON Thank you AVE Sterne 


| think it would b vell to include in the record at this point the 
arts showing allotment authority and figures for steel, aluminum 
nd copper for the fourth larter ol 951 and the first, second, and 
rd quarters o! 1952 Kx] ts 11, 12, 156 and 14 n the appendix 
Now for the question Mir. Mutter, de mu ha auestions 
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Now we, as | sav, are the process of trving to get a much better 
stimate of those attrition rates, and we are im thi process of collecting 
ili sorts otf intormatiol such as nissued ti ke tis in the first quarter 
We now have figures shown missued tickets in the first quarter, as of 
January 31, which I thu ve us a reasonable projection of what the 
ittrition rates will be We are in the process of trving to get precise 
nformation about backlogs at mill levels, and with that information 
n hand we will be able to better calculate the attrition rat But, in 


veneral terms, 1b Is COnSICE ably higher than the rates orgmally pro- 


ected for the second quartet! 
Mi DALMAS Mir. Chi man. mav | interject a question at that 
omt? 

Mr. Burvon. Yes 

\ir. Daumas. Are those higher att ition rates due 
f the supplies for the quarter or an overallotment of tickets 


foan overestimate 
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ments and you, through your screening process, that I highly approve 
of, cut them, and I want to find out how much they were cut. 

Mr. Srerver. I can give you the actual figures and then we can 
calculate the percentage reduction. 

Mr. Burron. And add that to the record. 

Mr. Srerner. [| can add it to the record. 

Mr. Burton. Just so we get an approximate item now. 

Mr. Srerver. All right, sir. And then I can get it in detail. 

In the first quarter the carbon steel requirement was 2,191,000 
tons, and the allotment authority was 2,045,000 tons, or a reduction 
of some 6 percent, or thereabouts. In plate, the original requirement 
was 283,000 tons acd the allotment authority was 235,000 tons, or a 
reduction of some 50,000 tons, or 20 or 21 percent. 

In structural steel the original requirement in the first quarter was 
192,000 tons for both construction and production programs, and the 
allotment authority was 171,000 tons, a reduction of 10 percent. 

In alloy steel the original requirement was 531,000 tons and the 
allotment authority was 440,000 tons, a considerable reduction, about 
18 percent. 

In stainless steel we have just the reverse situation. The original 
requirement was 83,000,000 pounds and the allotment authority sub- 
sequently was 89,000,000 pounds. If 1 remember correctly, that was 
primarily granted on the basis of an appeal for the mine sweeper 
program. ‘There was insufficient stainless steel for the program and 
a subsequent allotment had to be made. 

In copper brass mill product the requirement was 260,000,000 
pounds, reduced to 230,000,000 pounds, or a reduction of 30,000,000 
pounds, or approximately 11 or 12 percent. 

For wire mill, the original requirement was 43,000,000 pounds and 
the allotment authority was 38,000,000 pounds, a reduction of about 
10 percent 

In foundry copper products once again we have just the reverse 
situation. The original requirement was 19,500,000 pounds, and the 
allotment authority was 21,800,000 pounds, an increase. 

In aluminum, again we have the reverse situation. The original 
requirement was 268,000,000 pounds, and the allotment authority 
eventually was 277,000,000 pounds. This grew out of the need for the 
aircraft program. After the program determinations were made an 
additional quantity of aluminum had to be alloted on an appeal. 

(The following detailed information was submitted by Mr. Steiner 
in a letter addressed to the committee on March 25, 1952.) 

The committee requested a summary of controlled material allotments made 
to the Department of Defense, together with stated requirements and allotment 
balances. The table attached summarizes controlled material actions related to 
the Department of Defense. The table shows for the fourth quarter 1951, the 
first quarter 1952, and the second quarter 1952, stated requirements at the time 
of program determination, program determinations, peak allotments, allotment 
authority as of specified dates, and the difference between peak allotments and 
the latest allotment authority. 
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Mr. Curtis. You stated the military returned a considerable 
quantity. 

Mr. Srerner. That was the second quarter. 

Mr. Curtis. That was the second quarter in 1952? 

Mr. Srerner. That is right, sir, about 30 million pounds. 

Mr. Curtis. I see. 

Mr. Srerner. Actually, in the first quarter, against the original 
requirement of 268 million pounds, about 250 million pounds was 
originally allotted. But subsequent to the program determinations 
the military presented a need for additional aluminum for the 
aircraft program, which was supported by Mr. Boyer of the Aircraft 
Production Office of DPA who is closely following that program, and 
the additional quantity was authorized. 

Mr. Burron. Does that answer your question? 

Mr. Curtis. Yes. Thank you. 

Mr. Seety-Brown. I am just wondering about this, Mr. Steiner. 
Some people indicate that we are going to have steel coming out of 
our ears pretty soon and the people are assuming we will have enough 
for our guns and butter programs. I was wondering if that is the case. 

Mr. Srerner. You must take into consideration the military pro- 
gram and other requirements for steel. You must take into considera- 
tion the Atomic Energy Commission, too. These two programs re- 
quire directly and indirectly in carbon steel, about 21 percent of the 
supply, roughly. But in addition there are substantial tonnages 
required directly and indirectly for defense-related programs. For 
example, you would add to that tonnage, the PAD program, which 
requires something in the neighborhood of 1,700,000 tons, the De- 
fense Electric Power program, which amounts to something like 
400,000 tons; the industrial expansion program, which amounts to 
about 700,000 tons; the programs for the Defense Minerals Adminis- 
tration, the General Services Administration reactivation program, 
the Maritime program, the railroad freight car program, and you 
pretty quickly come up to 50 or 60 percent of the steel supply for the 
defense related programs plus the military programs. 

In structural steel, the percentage of the military and Atomic 
Energy direct and indirect ‘“take’’ is greater than for carbon steel. 
That also is true in plate. 

Mr. Trurpner. May I say a word? 

Mr. Burron. Glad to have you do so. 

Mr. Truppner. I thought perhaps you might be interested in an- 
other slant on this question. Apparently we have to deal here with 
programs translated into requirements and issuance of allotment au- 
thority, and I thought perhaps you might be interested in an appraisal 
of the market conditions in steel as they appeared in the issue of Steel 
magazine which came across my desk last evening, for March 10, and 
if you would be interested I could read just a few paragraphs or as 
many as you wish. 

Mr. Burron. We would like to hear it. 

Mr. Truppner. This is the magazine’s appraisal of the order condi- 
tion at the steel mills in which we have gone all through the allotments, 
and we have translated authority into purchase orders backed up by 
cash. The excerpts are as follows: 
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STEEL BARS 


ane ni Casbon bar consumers unable to place all their first quarter tickets 
A 


i nec il-June schedules narrowed by continuing defense contracts 
taking ope eae monthly. High carbon flats and shaped bars required for 
Peek ‘cold-finisheyA in good supply. — Larger size carbon stock is most extended 
New York.—Leade kings extending into ehled quarter. »n their books for third 
quarter until around ‘Sellers of earbon bars will not open their we B fc a 

ned for thi & =i 1. Cold-drawn and alloy bar books, 1owever, have 

aa ame a ure qué. - mainly to the fact longer lead time is required. , 
ping wei De mand does ’t seem quite as heavy as & few weeks back. How- 
or all anvil, Materat’s;qecond qvarter uncashed CMP tickets militar 
; es 1 Zmatest demand includes sizes over |} 1n¢ hes in 
forms, cold-Ginished and het-toppnd grades. Defense requirements contunue 
strong. 
B ag esr Pane wrens Dar arms order books are overloaded with tonnage. 
“xpec s . re W 2 a subs : . : ; » sched- 
uling difficulties A oo outicinahed in so tial carry-over into third quarter. 5« hed 

. Selle 4 Stone quarter because of the indicated over- 
flow from the first 3 months of the yearn 

Los Angeles.—There is no indication tt sireteh-out in aireraft production in 
1955 will ease fabricators’ bar requirements) 


SHEETS, STRIP 


Cleveland.—Contradictions are found in the she@xgnq strip market. In the 
face of continuing reports of easing supply conditions, indications are the larger 
mills are booked full for second quarter. In a number « jnstances tonnage for 
the period has been declined by the mills. For instance, a\yyer sought to place 
1,500 tons of cold-rolled sheets with a producer reportedly ¥jth open tonnage, 
but was unable to buy a pound. In another instance a manufactyrer of automo- 
bile mufflers reportedly holding a large stock of sheets, was foung to be over- 
supplied with waters and rejects, but was unable to buy 800 to 900 tots of urgently 
needed cold-rolled primes. : 

Boston.—Only consumers without authorized tickets are in need of cold-rolled 
sheets, strip and flat-rolled specialties. More difficulty is experienced in placing 
orders against second quarter tickets on hot-rolled and galvanized sheets, but 
even these products are loosening up slightly for May or June. 

New York.—While there is continued easing in demand for cold-rolled sheets 
and strip, most producers have not opened books for third quarter except for some 
specialties, such as electrical sheets and stainless. General opening is expected 
around the middle of this month. Some mills, particularly the nonintegrated 
mills, which in general have been quoting premiums, have capacity available for 
second quarter tonnage. 

Philadelphia.—Cold sheets and strip continue the weakest spot in the steel 
markets. Impact of this weakness is felt chiefly in conversion and imported 
sheets which have been moving at premium levels. One leading district con- 
sumer is offering a fair tonnage of auto body sheets for resale at cost. 

Pittsburgh.—Mills are booked full for second quarter. Pressure for tonnage 
has been tapering off due to production cut-backs in the appliance and automotive 
industries. Cold-rolled material is loose and currently is moving at about 85 
percent of the industry capacity. 

Chicago.— Despite growing sufficiency of cold-rolled sheets and strip, mills are 
booked solid through second quarter. Coated products have weakened in con- 
sumer inquiries. 

St. Louis.—Pressure for cold-rolled sheets remains strong despite easing else- 
where. 

Birmingham.—Mill books are full for second quarter. Pressure for delivery 
is not quite so strong but this is the only indication of a slowing down in demand. 


PLATES 


Philadelphia.— Demand for heavy gage plate exceeds supply. Producers are 
booked up solidly for second quarter. Demand for thicker material reflects par- 
ticularly requirements for power equipment, pressure vessels, and heavy machinery 
and presses. Also there is a stepping up in shipyard needs. 

New York Shipbuilding Corp., Camden, N. J., booked a Navy contract for two 
oilers, in addition to three taken a few weeks ago. These five oilers will require 
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11,000 tons of hull steel apiece . y 55 : . ' 2 ~~ 
plates and 10,000 tons of name totaling 55,000 tons, including 43,500 tor 
joston.—Plate shops, notably weldments. are aided i : 7-eage 
tonnage under order Z-2 covering machine tools. al spe Fo oo 
to meet extended backlogs. Small tank inquiry is stronger but mx light plates 
from strip mills are available. , : 
; Vew York.—Plate demand is active. There is an easing 3 pp. vo se for 
lighter gages, as compared with the heavier, but all thick’ ms fatto i 


briskly. ; 
Pitisburgh.—Second quarter books of district mj are filled and uncashed 
’ 


CMP tickets especially for the heavier gages are fin2™% "° available rolling time. 

Cleveland.—It is diffieult to tack down report of easier supply conditions in 
light plates. While larger supplies are comins 0"? the market due to greater 
production on the continuous sheet mills producer= have no difficulty disposing 


of all their output. They are booked solidl, thwush second quarter and anticipate 


continued strong demand pressure the remg(eT of the year. . 
Chicago.— Plate fabricators are assured aill operations through 1952. Although 
steel supply is easier some second-qusft tickets are unplaced. Outlook for 


third quarter is slightly better. 

St. Louis.—Plate demand is bris 
facturers, and shipbuilders, 

Los Angeles.—Plate fabricatore 
of plate demand. 

[Steel magazine, March 10, 1952.] 

Perhaps I should mention that running through the appraisal of 
the market conditie’ is a constantly repeated observation that an 
easing is taking pace in conversion steel and in imported steel, and 
in some cases ia honintegrated mills with higher prices. 

Mr. BurreN. How long may a holder of a CMP allotment hold it 
before he is required to make a decision whether to use it or not? 

Mr. TruppNner. The mills are required to open their books for any 
particalar product 45 days before the expiration of the lead time. 
The holder may legally hold his ticket before he cashes it up to 
whatever point in the quarter a supplier is willing to accept such an 
order. So if I may take the extreme case, there is a substantial 
number of CMP tickets which are held until the last month of each 
quarter for the purpose of authorizing the receipt of warehouse 

eliveries, which means that approximately 6 percent of the steel 
allotment authority will still be held in the hands of consumers on the 
first day of the last month of each quarter. The warehouses, you see, 
are not permitted to accept orders before that time, and the holders 
use approximately 18 percent of the tickets in each quarter for ware- 
house delivery—therefore 6 percent will still be in their hands the 
first day of the last month. I think the best answer to the question is 
that tickets are valid for warehouse delivery to the last day of the 
quarter. Once that is gone the tickets are no good. 

Mr. Mutrer. May I go back a moment to the figure you have 
been giving us with reference to the steel. I think the figures you 
have been giving us and the estimates have been directed to domestic 
supply. Is that right. 

Mr. Truppner. Not entirely. 

Mr. Mutrer. In other words, I would like to know to what extent 
these figures may be changed, or these estimates may be changed in 
the light of importations of steel. 

Mr. Truppner. Mr. Steiner tells me—and this is really his depart- 
ment—that the imported steel is not taken into account. 

Mr. Sterner. The imported figures are not in the total tonnages of 
steel. I did not give the total supply figures here. 


;. #pecially from pipeline builders, tank manu- 


‘competition is growing but there is no lessening 
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Mr. Curtis. Will the gentleman vield? 

Mr. Muvrer. Yes. 

Mr. Curtis. Isn’t it true that we are exporting more than we are 
importing? 

Mr. Sterner. I think that is true; yes, sir. At the present time 
that is correct. 

Mr. Mutter. What is the likelihood of there being any change in 
that balance? Are we likely to get any more foreign steel during the 
next 9 to 10 months than we have been getting? 

Mr. Truppner. No, sir; quite the contrary. Imports have been 
falling off quite substantially since July of last vear when we intro- 
duced the Controlled Materials Plan. The reason for it is clearly 
that once demand is brought roughly in balance with supply, the 
incentive to buy the higher-priced imported material is less. The 
import statistics show a very definite falling off month by month, 
beginning with last July. 

Mr. Mutrer. What is the situation likely to be with reference to 
alumiaum? 

Mr. Truprner. The aluminum situation is quite different. We are 
arranging for very specific additions to our available domestic supply 
in the field of both aluminum and copper, for the clear reason that in 
these two cases our ability to import affects our ability to meet the 
domestic demand to a very important degree. At the very best, steel 
imports only roughly balance exports anyhow, and the aggregate of 
steel imports is not a very substantial part of our total steel availability 
in this country. 

Mr. Curtis. Will the gentleman yield on that point? 

Mr. Mutrer. Yes. 

Mr. Curtis. As the result of Mr. Churchill’s demands, or requests, 
rather, for steel from this country, we do have that geared into our 
program, do we not? 

Mr. Truppner. Yes, sir, we do, on the exports. 

Mr. Sterner. I would like to emphasize one thing that Mr. 
Truppner said and then to make another point. First of all, the steel 
exports are really not a substantial percentage of the total steel 
production of the United States. Secondly, the imports of aluminum 
and copper are far above any exports of aluminum or copper. The 
next point, the British have been taking substantial tonnages of 
high-cost ingot, which apparently at the present time is in compara- 
tively easy supply. 

Mr. Curtis. Ingot of what metal? 

Mr. Sretner. Steel, the high-cost ingot. I do not have the precise 
figures with me, but they have been taking substantial quantities of 
the high-cost ingot to satisfy their requirements for steel. 

Mr. Mutrer. Have we sent any large quantities of steel during the 
last year into Mexico or any of the South American countries? 

Mr. Srerner. Percentagewise, it could not be very large, sir. I 
do not have the figures on that, but I could get them for you. 

(The following information was submitted by Mr. Steiner in a letter 
addressed to the committee on March 25, 1952:) 



























The committee requested the tonnage of steel shipped to Mexico and other 
South American countries. The following table shows the total tonnage of car- 
bon steel shipped in each quarter of 1951. The data for the first quarter 1952, 
shown in the attached summary, represent licenses issued through March 14, 
1952. Actual shipments are expected to be below the tonnages shown 
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Steel shipped to Mexico and other South American countries 

















Other South 
1951 Mexico Amertes Total 
Fe NEE oii cnn cans dic cicenntiadmaglouerampineandasagenal 57, 375 193, 176 250, 551 
Second quarter... . RR PA MES. ce eA Sian a 55, 272 169, 511 224, 783 
Third quarter_._.- eremintabeietpenentapdimeiiatisatiineatintiaspeheaic 60, 109 | 158, 182 | 218, 291 
PO OE 6 dn cco ccndudbs cccbeedebis binhdblabodescbbkbn 71, 903 161, 006 232, 909 





Steel licenses issued for shipment to Mexico and other South American countries ! 

















; Other South 
1952 Mexico | American Total 
First quarter... sodtidbccccdit lade. + ead 7 76, 691 | 273, 749 350, 440 


1 As of Mar. 14, 1952. 


Mr. Burron. Has any formula been established to determine when 
decontrol of controlled materials may be possible? 

Mr. Truppner. I guess maybe that question is directed at me. 
As I indicated in my written statement, we are devoting a great deal 
of our time and energy to this question as of today. I think I could 
say that up to now, in some respects contrary to I think widely held 
opinion, the NPA-DPA control system actually does operate on some- 
thing that very closely approaches a formula as of today. The 
formula is essentially the one established by the Defense Production 
Act of 1950, which says very simply that the President shall invoke 
allocation control when he finds it necessary to see that the military 
and atomic energy schedules, both construction and production, are 
met; and, secondly, when it is necessary to insure the carrying forward 
of our resources expansion program on schedule. And the act further 
says if these actions are taken and under these conditions we are 
further to see to it that civilian business participates on an equitable 
basis in the division of the remainder; and, secondly, that small 
business is not to be squeezed out of the market under these con- 
ditions; and, thirdly, that new business is to have a share in a part 
of this residual amount. 

The approach we have taken is described almost perfectly by the 
act, namely, when you have taken the first two actions and it results 
in a condition in which the last three things that the act tells us to 
accomplish will not happen by themselves, then we have to extend 
the control, to see to it that we carry out the provisions of the act. 
And we have, on the converse side of the ledger under conditions in 
which all those things happen by themselves, concluded there was no 
need for control in the first place. But if conditions change and we 
pass from a condition in which these things would not happen by 
themselves to a condition in which they do happen by themselves, 
then we revoke the control. So I would say, in my judgment at 
any rate, that the act itself provides us in the materials department 
of the control agencies, with something that very closely approximates 
a very workable formula. And, of course, as you know, the act 
further provides that a committee shall communicate with us on a 
more or less continuous basis to see that we are doing this, and it 
has been working on precisely that basis. So I would answer your 
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question, sir, by saying for all practical purposes our agency has 
been working on a formula right along, and it is the formula estab- 
lished by the Defense Preduction Act of 1950, and I think it is a 
very good one. 

Mr. Curtis. Mr. Truppner, when you decontrolled chrome stain- 
less steel did you sheieell along that line? 
Mr. Truppner. Yes, sir; that is precisely what we did. Our first 
intimation that all these objectives would be fulfilled without our 
control of chrome stainless came along in the early fall of last year. 
As you know, the Government, or private industry for that matter 
in this country, has no solid set of statistical facts which tell us without 
exception what will happen a month or two or three later. So the 
first thing we did, we issued more CMP tickets for chrome stainless 
steel to test the markets, so to speak, to see what would happen, to 
see if this was really easing, or whether there were other forces that 
created a condition that was an apparent easing. We did that last 
fall, and under the conditions of having authorized the purchase 
of some chrome stainless, we found that the mills under these condi- 
tions had not sold all the chrome stainless steel that they were in posi- 
tion to sell, and it was at that point that we immediately initiated the 
action to remove the controls from chrome stainless steel. 
Mr. Curtis. You mentioned—lI forget who it was, but one of you 
mentioned another factor here. I did not understand it, although 
you did spend some time trying to explain it. If you took it off of 
one, it would have repercussions on another form or shape. I wonder 
if you would explain that a little more. I did not understand why 
that would result. 
Mr. Truppner. Yes, sir. That leads us to this condition: We do 
not issue steel consumers tickets for sheet and for strip and for bar and 
for rod and for all the remainder of the steel products. We give them 
an allotment authority to purchase some tonnage of carbon steel and 
of alloy steel, and of nickel bearing stainless steel. Now we initially 
calculate in Mr. Steiner’s programing operation what impact those 
tickets will have on our bar supply, or our plate, structural steel, and 
so forth. Having what could be called a bill of materials for each of 
the products we then translate that statistical estimate of the impact 
into our mill directives, so that the appropriate tonnages of the 
different products are available, and the consumers translate this free 
authority to buy carbor steel tonnage into tonnage of sheet, rod and 
bar, and the remainder of the particular products. 
The point 1 was making is that having given the claimant agencies 
authority for carbon steel and that authority having been translated 
into authority to the prime consumers and the prime consumers 
having transmitted it down the contracting chain, whether it be 
military or civilian, we would never have the control and balance on 
procurement which will match our mill directives. Let us take the 
case where carbon sheet, for example, becomes in easy supply. The 
point I was making is that under these conditions a particular pro- 
ducer may have 100 tons of carbon steel allotment authority to buy 
50 tons of, let us say, bar and 50 tons of sheet. If at this point we 
decontrol one of these items and let it be carbon steel sheet, we have 
no way of preventing the consumer from promptly going to buy the 
100 tons of carbon steel sheet for which he needs no ticket and then 
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using his 100 tons of carbon steel purchase authority to buy 100 
tons of bar. 

Mr. Curtis. Let me ask you another question. Is there a short- 
age of ingot? If there is an ample supply of ingot, the limitation then 
is solely our mills? 

Mr. Trurener. The fabricating capacity is the limitation, yes. 
We are up to the limit in our fabricating capacity for heavy structural 
plate, bar, tube, rail, and for a number of individual products. If we 
had more capacity we could divert more ingot into those particular 
products, at the expense of other products. Now, ideally, of course, 
if we had easing in sheet and a continued shortage in the other steel 
products, the best thing the Government could do to achieve the 
national objectives would be to divert some of the ingot away from 
the sheet and put it into use in bars and some of the short products. 

Mr. Curtis. Now | got the picture that you do not really control 
the shapes; do you? 

Mr. Trupprner. Not specifically; no, sir. You see, we have to give 
the individual manufacturer some elbow room. In the first place, we 
do not ask them to apply for an individual product. We say, “You 
may apply for a class of products,” farm implements, for example, 
and there may be in any given manufacturer’s requést a proposed pro- 
gram to produce, let us say, 150 different types of implements. As 
he gets closer to the quarter and as he discovers the amount of copper 
and aluminum and other supporting materials which are available for 
that quarter, he may shift his production around very substantially 
within this broad authority. At this point we want to give him some 
elbow room so he can take the authority he has for sheet in the first 
place and shift some of it over to bar or rod or whatever happens to 
be required by his revised production pattern or schedule. This is 
clearly essential. If we do not do this, then we have industry in a 
complete straitjacket. 

Mr. Curtis. I am just trying to understand it. I agree with you 
exactly. 

Mr. Truppner. Did I make that point clear? 

Mr. Curtis. Yes; I understand. Thank you. 

Mr. Burton. That covers your question? 

Mr. Curtis. Yes. 

Mr. Burron. Well, now, as the supply of controlled materials 
becomes more adequate, do you anticipate the present self-certifica- 
tion limits could be increased? 

Mr. Truppner. Yes, to some extent. We are already engaged in 
that right at the moment. 

Mr. Burton. You have that in process? 

Mr. Truppner. Yes. Some of it has already emerged and more 
of it is under consideration at this moment. 

Mr. Burron. Do you believe that an open end CMP might be 
practical? 

Mr. Truppner. Open end in a very, very special sense. One way 
of avoiding this difficulty which I just tried to describe is to authorize 
people to purchase certain types of steel in excess of their allotment 
authority, providing that such purchase does not create an.additional 
impact on their requirements for materials that are still in tight 
supply. This is a different type of open ending than we discussed 
last fall which, as we thought, would have to be a complete failure 
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inasmuch as we did not know how much steel to provide for the open 
end part. Now this is a different type of open ending in the sense 
that we would not guarantee anybody anything, we would simply, 
through the issuance of a directive, permit people who are in position 
to do so without creating new material shortages in other areas to 
sop up the additional production of the materials in loose supply. 
A clear example of this is the manufacture of steel shelving, or steel 
partitions or frames or containers,in all of which cases the manufac- 
turers can use additional quantities of black plate sheet, or what have 
you, without creating chaos in the aluminum or brass markets. 

Mr. Burron. Who determines that? 

Mr. Truppner. Mr. Steiner’s programing operation is the one that 
tells us which materials are in tight supply and which materials are 
likely to be in loose supply, and we then translate that knowledge 
into authorization for purchase. 

That authorization can take one of two forms: The first form is the 
one we have been following for the past several months, namely, 
we issue more tickets and if that is sufficient to take up the supply, 
the problem is solved; if that is not sufficient to take up the entire 
supply —and now we are into the things I mentioned, such as secondary 
products, and so on—-where you have price problems, under those 
conditions we can come very close to a sound procedure along the 
lines of the question vou ask, namely, to issue a directive which au- 
thorizes the purchase of materials of that tvpe over and above the 
allotment levels, providing that the purchaser, by that action, is not 
going to create a materials problem elsewhere 

Mr. Seery-Brown. In other words, it is a very flexible program 
which vou try to apply as you go along. 

Mr. Truppner. Yes 

Mr. Seety-Brown. And you can go back on this if vou have to, if 
the situation develops. 

Mr. Truppner. Precisely 

Mr. Burron. Is it almost temporary decontrol? 

Mr. Truppner. It could be called that, although I would hate to 
term it that, because it is really not decontrol in the technical sense, 
it is lack of control on an individual manufacturer’s operations in the 
sense it opens up an avenue for him to get more material and increase 
his production. 

Mr. Sre.y-Brown. It is giving hum something which can be very 
helpful to a certain manufacturer. 

Mr. Truppner. | rather think the small manufacturer has done 
very well under our general rules. Obviously not every small manu- 
facturer has. 

Mr. Burton. Every directive carries with it the danger of depriving 
other consumers of materials and of disrupting their production 
schedules. Has this been a serious problem to date? 

Mr. Truppner. | wonder if I could ask you to elaborate on that, 
please. 

Mr. Burron. Well, of course, every directive carries with it the 
danger of depriving other consumers of materials and of disrupting 
their production schedules. Has this been a serious problem to date? 

Mr. Truppner. This was becoming a very serious problem in the 
fourth quarter. I think at the present time and in the future it is a 
problem which normally is not serious and will not bother us at all. 
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The reason I say that is because, as I indicated before, when a con- 
sumer has his order accepted, it loses its quarterly identification and 
takes its place on the mill schedule. Under those conditions, to take 
the case of steel, for example, the mill lays out a working schedule and 
let us say that sheet narrows down in his daily operations. Under 
these conditions, if the directive is issued, let us say, to place a military 
order in the schedule at the appropriate time, it now means instead 
of having the consumer kicked out of that schedule the whole set of 
consumers’ products is pushed back by, let us say, 3 or 5 hours a day 
or however long it takes to take care of the directed order. 

Now we have introduced a new system in which we have a con- 
tinuous authorization and production without regard to end or begin- 
ning of calendar quarters. Once an order acceptance has taken 

lace it merely means instead of moving back, let us say, the 8 days 

rom the Ist to the 9th of any particular month, delivery moves 
from one calendar quarter to the next one. But it has no particular 
significance, I would say, unless we get seriously out of balance, which 
would result in pushing the whole schedule back; and we now have a 
way of knowing when this is coming by the reporting of unfilled order 
backlogs. Assuming that does not happen, this should not be a serious 
problem from now on. 

Mr. Burton. Do you believe that present inventory regulations 
are realistic and workable? 

Mr. Truppner. In general, yes, although we could qualify that 
by saying that we have in circulation a proposal to revise them 
somewhat, after consulting with a great many advisers in and out of 
the Government, and I do believe the proposed revision would make a 
better set of regulations and more workable ones. I don’t know that 
you are interested in the details. I can give them to you if you wish. 

Mr. Burton. You may give us the essence. 

Mr. Truppner. It takes place in two respects: First, we are 
proposing to raise the inventory limits for steel and aluminum products 
from 45 days to 60 days, which simply gives everybody more elbow 
room; and, secondly, our present regulations establish an inventory 
control on an item basis, an item being a very specific steel, copper, 
or aluminum product as defined in terms of shape, thickness, and 
specifications. We are continuing that, except that we are providing 
an alternative which is to permit manufacturers to group controlled- 
material items into very broad groups, so you would have perhaps 18 
categories of steel products, one of which might be steel sheet, and 
we are permitting the manufacturer to apply the number of days work- 
ing inventory rule to that whole group of products. 

Now the reason this is more workable—and it may be a little 
obscure—is that most big, and small consumers, for that matter, will 
normally procure some heavy tonnage items—perhaps 10 or 15 percent 
of all the controlled-material products that they buy accounting for 
perhaps 80 or 90 percent of their total tonnage. Under these condi- 
tions we are saying, ‘““You may now establish this 45- or 60-day 
control on your heavy tonnage item only; with the full knowledge 
that whatever you do in the smaller procurement items cannot possibly 
throw your total product category out of balance.” 

Mr. Burton. In other words, they would not be able to throw their 
small items in with their heavy items? 
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Mr. Truppner. They won’t have to keep tight controls on these 
small items, that is what it comes to, because they will know they 
cannot throw 90 percent out of whack with 10 percent of a group 
of very small items. This we believe will bring our regulations in 
much closer conformity to the inventory-control procedures which 

rivate industry uses in its own interests. Every company has a 
be interest in investing as little capital as possible in carrying 
inventories which are not needed. Normally, from a dollar point of 
view, companies clearly are willing to spend money in establishing 
control procedures for those items in which they have a lot of money 
invested. Creating new product categories permits them, in essence, 
to go back to what they were doing in their own interest in 1949 or 
1950. 

Mr. Burton. You do not anticipate that this will take out of con- 
trol the finer grades? For instance, the finer grades of steel which 
come in small packages, you would measure that in pounds as against 
tons on your heavy items? 

Mr. Truppner. It is my judgment that it will not; no, sir. 

Mr. Curtis. Mr. Truppner, I would like to ask you another ques- 
tion. Was this distribution of the 30,000,000 pounds of additional 
aluminum which resulted from the return of this aluminum from the 
Department of Defense, the result of your inventory regulations and 
an application of them? 

Mr. Truppner. No, sir; I should not say that. 

Mr. Sreiner. No, sir; that was the result of the reevaluation of 
the military-aircraft program. 

Mr. Curtis. Yes, I thought so; but if you recall, there were many 
people, and I think some members of this committee, who felt that 
the airplane companies had built up tremendous inventories of alu- 
minum. As the result of the question being raised by many pe ople, 
as I understand it, there was a check made of the airplane companies’ 
inventory, and it just strikes me that this probably was the result of 
that check. I was just wondering whether that is so or not. 

Mr. Srerner. I am not intimately familiar with all the detailed 
reasons for this return. I can find out, however, and would be very 
happy to let you know. 

Mr. Curtis. Mr. Chairman, I would like to make that request, to 
get that information. 

Mr. Truppner. These things could be connected, sir. I just have 
no evidence that they were. 

Mr. Curtis. In other words, as far as you are concerned, as far as 
you know, it was not the result of your inventory regulations? 

Mr. Truppner. I would express the judgment that it certainly 
was not the direct result. I would say, perhaps, that it was to some 
extent unknown to me. It could be a contributing cause. 

(The following information was submitted by Mr. Steiner in a letter 
addressed to the committee on March 25, 1952: 

The committee raised a question concerning the circumstances surrounding the 
return of 30,000,000 pounds of aluminum from the Department of Defense from 
total second quarter 1952 material authorizations made to the Department. In 
my testimony I indicated that it was my understanding this return was primarily 
occasioned by the rephasing of the military program, but that I would provide the 


committee a more detailed answer. The original second quarter 1952 aluminum 
authorizations made to the Department of Defense by the Defense Production 
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Administration were sufficient to support the then current aircraft production 
schedules. Indeed, the quantities authorized were necessary to support the then 
scheduled production of aircraft. Following the original second quarter program 
determinations a decision was made concerning the military budget and a rephas- 
ing of the military aircraft program followed. Readjustment of the aluminum 
requirements for aircraft production was thereby necessitated, In this readjust- 
ment the Department of Defense advises that the revision of aluminum require- 
ments downward, to reflect the production rephasing, did not precisely equal the 
calculated aluminum requirements for the new schedule. This was due to the 
fact that complete downward readjustment would have resulted in ineurring 
extraordinary expenditures in some plants which the Department of Defense 
calculated should be avoided. One result of this, of course, is that some firms in 
the second quarter may have higher aluminum inventories than usual. The third 
quarter requirements of the Department of Defense for aluminum will reflect this 
factor, and therefore the third quarter requirement for aluminum will be at an 
artificially depressed level. Fourth quarter aluminum requirements, therefore, 
can be expected to be higher than the third quarter aluminum requirements. In 
sum, the primary cause of the return by the Department of Defense in the second 
quarter of 30,000,000 pounds of aluminum is the rephasing of the aircraft produc- 
tion program. 

Mr. Burron. Are there any other questions? 

Mr. Mutter. Very briefly. Can you foresee, assuming there is 
going to be no change in the international situation other than pos- 
sibly in Korea, can you foresee the possibility of your age ney no 
longer being required to allocate materials by July of next year? 

Mr. Truppner. I should hate to say that I could not see the possi- 
bility of being able to withdraw our allocation procedures and controls 
for a good many materials. I should hesitate to sav, however, that 
I feel any confidence in the possibility that there ‘will not be any 
material, or a few materials left in very short supply. As you know, 
the nickel mite, for example, is, as of today, being used very sub- 
stantially by the military program, and if the military program holds 
up, that condition will continue to exist As of the present time we 
are actually wresting away a small proportion of the nickel supply for 
the maintenance of certain very essential and important civilian items, 
and I would judge that that condition may well continue to exist 
all during the period of a very heavy military program, and, if I may, 
I will define it as the program that we have right now. So I would 
say, in general, my answer would be “ves,” and perhaps I should 
supplement this by saying that we are at the present time taking two 
actions, which I should report to this committee, which I think have a 
very substantial significance in looking ahead. 

Number one, we have at present a proposed, very basic change in 
our whole preference-rating procedure system, in which we have a 
very long list of products and materials, incorporating literally hun- 
dreds of thousands of individual products and materials, and we are 
about to issue that, or at least we are proposing it at the moment, and 
it has to have certain clearance to go through before complete agree- 
ment is reached, making these products and materials not subject to 
preference ratings, except preference ratings A, B, C, E, and Z-2. 

Now this means thousands of suppliers of these products and 
materials will not now be subject to any control, except military, 
atomic energy, and machine-tool ratings, and that is all. 

The second thing we are doing is making a basic change in the 
procedural side of our preference-rating machinery, which “provides 
for the full extension of the A, B, C, E, and Z-2 ratings throughout 
the system, which is not now provided for. 
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The reason I mention these two things, in response to the question, 
is because the combination of these two actions taken at this time, 
during the next 4, 6, 8 months will lace our whole industrial system 
through with military ratings and atomic-energy ratings in such a 
way that as conditions ease up, as we come up to the end of this year, 
we will be in a position to continually add new products and mate- 
rials to this exclusion list that I mentioned as the first action, which 
would then make them subject only to military ratings. 

So this means, to come back to my formula, as soon as we reach a 
point where we feel we can meet military schedules with a simple 
preference system, we can take the more exacting and tight controls 
off the distributor. 

Mr. Seery-Brown. Mr. Truppner, in continuation of the original 
question that Congressman Multer asked and in connection with 
your answer, do you feel it would be wise for the Congress to review 
every year the authority under which you operate rather than to 
extend it automatically for 2 or 3 years, that it would be wise for us 
to review the entire situation every year? 

Mr. Truppner. Speaking for myself, 1 cannot say that this is an 
unwise thing to do. On the other hand, I do feel you have sufficient 
control over at least the NPA, DPA part of the defense operation so, 
as far as I can see, no risk would be run if you extend it indefinitely. 
As I see it, the basic framework established by the Defense Act as it 
exists today, supplemented by the operational review of the Defense 
Committee, supplemented by the necessity for appropriation requests 
gives the Congress complete and absolute control over the operation 
in a very workmanlike way. I do not feel any risks would be run, 
as far as our agency is concerned, if the act had no termination date 
at all. So I think you might want to review it, perhaps, for other 
reasons altogether. But in terms of our actions, in the way I see it 
after long experience, it would be of great value not to have to go 
through an additionally prescribed review of it each year. 

Mr. Mutrer. There is this committee, and the Senate Committee 
and the so-called joint watchdog committee by which we are constantly 
reviewing what you are doing now. 

Mr. Truppner. Yes, you are, and that review is undertaken in 
what, in my judgment, is a very sensible and workmanlike framework 
as it is established by the Defense Production Act, in which there are 
some very, I think, explicit and excellent rules which guide our opera- 
tions very intelligently and very closely. 

Mr. Mutrer. I have one other question on this subject, Mr. Trupp- 
ner. Could you effectively enforce your allocation and priority pro- 
gram if you did not have, side by side with it, price control of those 
items which are in short supply and must be controlled by Govern- 
ment priorities and allocations? 

Mr. Truppner. I think our problem might become a little more 
difficult if a condition exists in which price controls are needed, but if 
I might express just a personal judgment, I think most of the need runs 
in the other direction, that the price-control job is made much more 
workable by the existence of material controls, because if you have, 
for example, a very heavy resource expansion demand, and military 
demand, and in our best judgment we say we will not make any more 
refrigerators, for example, and completely blot out the supply of cer- 
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tain consumer items, as we had to do in 1942 and 1943, at that point 
the price-control job becomes enormously complicated and very diffi- 
cult. I think there is some relationship in the other direction, but it 
is very much dimmer and much less important. 

Mr. Sexty-Brown. May I ask a question in that connection? Am 
I correct in my understanding that the OPS has set a price beyond 
which we cannot go in buying copper on the world market? That is 
correct; is it not? 

Mr. Truppner. I don’t think so, sir. I don’t think it was the 
OPS. 

Mr. Seety-Brown. Maybe not the OPS, but there is some agency, 
whether it is an agency of law or fact, or otherwise, that says we can- 
not pay more than a certain price for copper on the world market. 

Mr. Truppner. That is Mr. Wilson’s office. I think it is 27 cents. 

Mr. Seety-Brown. If we can pay above that price would it be 
possible for us to get more copper, which could then be sent to the 
Detriot area? 

Mr. Sreiner. It is my understanding, Mr. Congressman, that it 
would be possible to get more copper if the price were increased; yes. 

Mr. See.y-Brown. In connection with that would you care to 
comment as to whether or not it might not be ultimately cheaper. for 
all hands, and better for our over-all economy, if we paid a higher 
price for copper, and in doing so kept some people at work? 

Mr. Truppner. I think it would be presumptive of me to question 
Mr. Wilson’s judgment on this. You are faced with this problem, 
that for very many materials the United States is dependent on 
imports, for a great many of our basic defense materials. The mili- 
tary production program, the resource expansion program and the 
maintenance of our civilian economy are dependent on imported 
materials. Speaking for myself, there is no question in my mind 
but what the economic might of the United States is such that if we 
wanted to buy the materials in world markets and pay higher prices 
we could go out and wrest a good share of that material away from 
other nations. Among other nations would be the affiliated NATO 
nations, which in turn are contracting to carry out a part of the 
military program of the western alliance. 

Mr. See.y-Brown. Where are they getting their money to buy 
their copper? 

Mr. Truppner. It comes from very many places. Normally it 
comes from their own pockets. 

Mr. Seety-Brown. I have heard it suggested that some of it 
comes from our pockets. 

Mr. Truppner. I would like to give just one example on the other 
side. I heard a radio program by Lord Knowles last week in which 
he pointed out that Great Britain is licensing the exporting of seven 
out of every eight passenger cars made, in order to get the money to 
buy the materials. So they are depriving their civilian markets of 
seven-eighths of their own output, which is now resulting, as he put 
it, in consumers having to wait from 5 to 7 years for a new car at a 
time when they are producing eight times as many cars as are being 
offered for sale. In my judgment this represents a very, very tight 
control over their own consumption, and a very drastic effort to pro- 
vide funds to make purchases of foreign materials. This clearly rep- 
resents Government action which is depriving the people of Great 
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Britain of some of the products of their own labors so they can use 
their own money to buy their materials to make their own cars. 

Mr. Burton, It is important that the members of this committee 
be on the floor promptly today. I am wondering whether this com- 
mittee has additional questions or whether this subject has been 
fully covered. 

Mr. Curtis. Mr. Chairman, I did have questions leading up to the 
final group of questions I had in mind. If I may, Mr. Truppner, I 
would like to know how are your activities geared with the IMC, or 
the International Materials Conference? 

Mr. TruppNner. You mean the activities in my office? 

Mr. Curtis. Yes. 

Mr. Truppner. We are not geared in, sir. 

Mr. Curtis. Whatever they do you just have to contend with, in 
other words? 

Mr. TruppnerR. We essentially start where they leave off. When 
they reach an agreement, for example, directed at a certain percentage 
of Chilean copper that is to be made available to the United States, 
that becomes part of Mr. Steiner’s supply figure, and then it becomes 
part of my problem for seeing to it that it is distributed in the most 
sensible way. 

Mr. Curtis. Did Mr. Charles Wilson’s office sit in on that matter? 

Mr. Truppner. I| believe the responsibility is on Mr. Fleischmann, 
who is the Administrator of DPA, and I believe he exercises it through 
a deputy administrator. 

Mr. Curtis. You could make recommendations and certainly put 
up a yell if you thought it would ease your situation any on any 
decision that the International Materials Conference group made? 

Mr. Truppner. Yes. Certainly it is part of the function of the 
people measuring the requirements to transmit them to the people 
responsible for the agreements on dividing up the world supply; 
yes, sir. 

Mr. Curtis. For instance, your situation on metals could result 
from lack of ore, or it could result from lack of pig ore ingot, or it 
could be a reduction in capacity. 

Mr. Truppner. Yes. 

Mr. Curtis. And all three of those can be affected, and undoubtedly 
are affected by the IMC decision, is that not true? 

Mr. Truppner. If I may just change that slightly to IMC agree- 
ment. They do not make decisions, sir. That is a very important 
distinction. 

Mr. Curtis. Apparently those agreements seem to be pretty binding 
on our country. 

Mr. Truppner. They are not binding on any country, sir. I 
believe I am correct in stating that there has not been any division 
agreed upon by the committee which has not been unanimously 
agreed upon by all people present. Those people do not have the 
authority to bind their countries or any other countries in any way, 
they merely express a judgment. 

Mr. Curtis. That gets back to my original question as to how would 
you and your particular office working in DPA gear your opinions and 
ideas into these so-cailed agreements. You say they are not binding 
and yet they result in what amounts to binding agreements. 
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Mr. Truppner. I think the specific answer to your question is our 
office picks up where that operation leaves off. In other words, we 
start with the assumption that whatever they agreed upon is the thing 
we have to work with in our internal domestic distribution. 

Mr. Curtis. That is what I am trying to get at. In other words, 
you might find yourself in a situation where you would have some 
insoluble problem, because we haven't got enough material, which 
might very easily be the result of the IMC agreement, is that not 
right? 

Mr. Truppner. | would rather put it it might be the result of a 
world condition which has this result and which is reflected in the 
IMC agreement. 

Mr. Curtis. You are just saying their agreement might be based 
on a sound basis, which is entirely true. 

Mr. Truppner. Yes. 

Mr. Curtis. I am trving to point out very clearly this is a fact, 
that the IMC agreements, over which vour office, as nearly as I can 
get it, or Mr. Charles Wilson, have no control, and I understand it is 
the State Department actually that makes the decisions. 

Mr. Truppner. No; I should like to correct the record on that. 

Mr. Curtis. All right, I would like to be corrected if that is wrong. 

Mr. Truppner. The responsibility is on Mr. Fleischmann as the 
DPA Administrator, which he exercises through the Deputy Admin- 
istrator, and I believe he derives his authority from the Defense Pro- 
duction Act, although I am not sure of that last phrase. 

Mr. Seety-Brown. Will vou check into that, because I would like 
to see the authority under which the IMC is authorized, the specific 
authority which makes it a legal operation. 

Mr. Truppner. Yes. The first part of that statement I am sure 
of. It is Mr. Fleischmann’s responsibility. 

Mr. Seety-Brown. Under what you believe is the authority granted 
in the Defense Production Act? 

Mr. Truppner. Yes. 

Mr. Burton. We will probablv have an opportunity to check on it 
with Mr. Fleischmann. Have you any other questions? 

Mr. Seety-Brown. No. 

Mr. Burton. Mr. Dalmas, have vou anything? 

Mr. Datmas. Yes. We would like to have a breakdown of steel 
allotments made for industrial expansion in recent quarters, and we 
would like for Mr. Steiner to furnish to the clerk of the committee 
additional information on the “small user’ program. Also, we have 
some questions in order to complete the record, Mr. Chairman, that 
we would like to submit in writing to the gentlemen rather than ask 
them to come back. 

Mr. Burton. We will handle it in that manner. 

(The following information was submitted by Mr. Steiner in a letter 
addressed to the committee on March 25, 1952.) 

First, the committee requested a breakdown of steel allotments made for indus- 
trial expansion in recent quarters. The table attached shows carbon steel and 
structural steel allotments made for various expansion programs for the fourth 
quarter 1951, the first quarter 1952, and the second quarter 1952. The structural 
steel total, as vou know, is within the carbon steel total. The allotment figures 
for the fourth quarter 1951 are as of January 31, 1952, and the allotment figures 


for the first quarter 1952 and the second quarter 1952 are as of March 15, 1952. 
The programs shown are only those under the jurisdiction of the NPA Facilities 
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Bureau. The allotments made for industrial expansion programs have been 
sufficient to meet the needs of these programs, and to my knowledge no industrial 
expansion programs have been delayed because of a lack of controlled-material 
authorizations. 


Carbon and structural steel allotments for specified industrial expansion programs 
for the fourth quarter 1951, the first quarter 1952, and the second quarter 1952 


Fourth quarter! | First quarter ? Second quarter 2 

. Struc- . Struc- Strue- 

( ( 01 Carbon : 

arbon tural arbon tural . tural 
Iron and steel 263, 780 112, 441 317, 280 145, 132 230, 599 102, 606 
Aluminum... 75, 516 24, 225 54, 945 18, 859 117, 838 13, 798 
Aircraft 74, 849 37, 267 113, 302 68, 579 8, GIS 45, 762 
Chemicals 87, 180 29, 165 89, 654 26, 871 112, 029 8, 848 
Industrial machinery and equipment 38, 159 24. 951 29, 992 27, 126 $5, 884 21, 360 
Ordnance 57, 966 23, 851 12, 205 6,710 17, 511 }, 392 
All other 80, 432 34, 804 35, 280 20, 530 102, 427 38, O15 
rotal e 677, 882 286, 704 652, 748 313, 807 715, 216 295, 781 


1 As of Jan. 31, 1962 
? As of Mar. 15, 1952 


Mr. Burron. Now, we have with us Mr. James F. King, the 
Deputy Administrator, Office of Resources Expansion, Defense Pro- 
duction Administration, but unfortunately we cannot hear him today. 
Mr. King, if it would suit you, we would like to have you back at 10 
o’clock tomorrow morning 

I would like to thank Mr. Truppner and Mr. Steiner for their 
testimony today. 

Mr. Truppner. Thank you for a very understanding hearing. 

Mr. Burron. We will adjourn now, to reconvene tomorrow morn- 
ing at 10 o’elock. 

(Whereupon, at 12 noon, the hearing was adjourned, to reconvene 
at 10 a. m., Thursday, March 13, 1952. 

(Supplementary information submitted is as follows:) 


DEPARTMENT OF COMMERCE, 
NATIONAL PRopucTION AUTHORITY, 
Washington 25, April 4, 1952 
Mr. Victor P. Dawtmas, 
Executive Director, Select Committee on Small Business, 
House of Representatives, Washington, D. C 

Dear Mr. Damas: This is in reply to your letter of March 19, 1952, in which 
you request answers to six questions relating to the so-called Time-Locked Prior- 
ities Plan developed by Mr. Arthur I. Appleton and to five additional questions 
relating to the Controlled Materials Plan. In addition to the replies to the ques- 
tions contained in your letter, there are included herein the replies to three ques- 
tions which you addressed to Messrs. Johnson and McCue of the Iron and Steel 
Division of NPA in your letter of March 19. It is the opinion of the staff mem- 
bers of this ageney that the replies to these questions should come more appro- 
priately from this office than from the persons to whom they were specifically 
addressed. 

The following replies are addressed to the questions regarding ‘“Time-Locked 
Priorities’’: 

(1) Do you feel there is too much basic similarity between T-LP and the old system 
of priority ratings? If so, how about between T—LP and the sysiem of priority ratings 
which is being built on top of CMP? 

(1) The priorities system proposed in T—-LP has most of the disadvantages 
which were inherent in the multiple-band priority system in effect during World 
War II. It provides no basis for reducing demand to the level of available supply. 
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The balancing of supply and demand is, of course, one of the fundamental object- 
ives of CMP. The production equation cannot be presented in terms of guns 
versus butter but only in terms of how many guns versus how much butter. 
Essentiality is determined not by the intrinsic importance of any one product 
but by the number of units authorized for production. CMP allotments reflect 
an evaluation of the essentiality to the economy of the last unit of a particular 
product which is produced. It is, of course, clear that the production of the first 
hundred tanks must take precedence over the production of the first hundred 
refrigerators. Production of a certain quantity of refrigerators, however, may 
very well be no less important than the production of the ten thousandth tank. 

The implication contained in the second part of your first question to the effect 
that a system of priority ratings is being built on top of CMP is not in accord with 
the facts. The limited preferential treatment accorded to military programs 
within the framework of CMP, represents exceptions established to provide in- 
dividual procurement advantages for purchases of goods for military programs. 
Orders for controlled materials for specifically identified military, Atomic Energy, 
and machine-tool programs are subject to preferential treatment with respect to 
mill acceptance under CMP. While crders for controlled materials do not come 
under the priority rating system, special.provision has been made to insure accept- 
ance of such orders in furtherance of the defense program, without regard to nor- 
mal supplier-customer relationships. DO rated orders for items other than con- 
trolled materials all have equal preferential status with respect to acceptance by 
the supplier; the only additional preferential treatment provided for such orders 
relates to those instances in which a supplier is unable to meet delivery schedules 
after he has accepted rated orders without preferential distinction, in which event 
he must give precedence to DO rated orders identified by the A, B, C, E, and Z-2 
symbols. 

(2) Under T-LP, if a distributor should erronously build an excessive inventory 
of certain priority materials, for which he had little or no demand, he could apply to 
the appropriate Federal agency for disposition. Is there any similar procedure under 
CMP, or must such a distributor wait until he uses up his surplus? 

(2) Since it is the basic function of distributors to provide a source of supply 
for small business and users of small quantities of materials on the one hand, and 
on the other to provide materials promptly wherever needed on a spot-delivery 
basis, it is apparent that in the fulfillment of this function distributors would not 
accumulate unsalable inventories as a matter of sound business judgment. To 
the extent that they exercise poor judgment they would be facing financial! 
difficulties by sterilizing capital in immovable or slow-moving inventories. Thus 
the real problem presented when a distributor finds himself in the possession of 
inventories in excess of current demand is one of finding outlets for such items. 
This can be accomplished through normal business methods at least as effectively, 
and far more expeditiously, as it could be done through Government intervention. 
This is not to say that NPA would not be prepared to assist in such cases. NPA 
has sanctioned the exchange of controlled materials between distributors. 

(3) Do you feel the idea of having certain priorities specifically marked ‘‘For 
Civilian Consumption Only” for distribution by the final distribution outlet to regular 
civilian customers would be advantageous? 

(3) The reply to question (1) above bears directly on your question 3. The 
mere identification of products for distribution to users would serve no purpose 
under a control system in times of material shortages unless appropriate provisions 
were made for establishing a quantitative authorized level of production of such 
items. This, of course, is accomplished under the Controlled Materials Plan, 
under which a reasonable level of production of civilian items is established 
while at the same time providing the bases for the fulfillment of military and 
related needs. 

(4) At the ultimate user level, under T—LP, if the ultimate user should find he is 
unable to use a product within 30 days after expiration of the period denoted by the 
priority suffit on the label, he would have to return the material or else apply to a 
Federal agency for disposition. Do you consider this time feature an improvement 
which would work or not? 

(4) The time feature so greatly emphasized in T—LP is in effect an attempt to 
provide inventory limitations on the acquisition of materials in shoft supply or 
products made from such materials. In our opinion this goal can be achieved 
more effectively by specific inventory controls and by appropriate limitations 
both with respect to the use of allotments of controlled materials and the use of 
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rating authority to acquire products and materials other than controlled materials 
for authorized production. Under CMP, authorized production is subject to 
the limitation that production materials may not be acquired in greater quantity 
or at an earlier time than needed to fulfill the production authorized. A person 
who has acquired excessive supplies of material may dispose of them in one of 
several ways provided in the regulations or request NPA for instructions as to the 
disposal thereof. In case of flagrant violation, compliance action may be in order. 
There are practical difficulties in establishing a requirement for the disposition 
of material or products which have been held for more than a stated number of 
days. Delays in deliveries of complementary materials, difficulties in meeting 
established schedules, lead time for the replacement of items disposed of pursuant 
to such restrictions all would cause serious imbalances in inventories required for 
authorized production. 
NPA has given serious consideration to the establishment of a redistribution 
system. Experience during World War II has shown that such efforts as the 
overnment may be able to make along these lines are bound to entail expense 
uite out of proportion to the results achieved. It must be borne in mind in 
this connection that many types of scarce material are made to individual specifi- 
cations and are therefore not readily usable by others. The problem of inventory 
disposition is primarily a management function which can best be solved by the 
exercise of business ingenuity. In extreme cases where, because of changes in 
program or of other governmental actions, management is unable to resolve this 
problem, it would be appropriate for Government to render such assistance as it 
can. 


(5) It is claimed that T—-LP would drastically reduce paper work on the part both 
of the Government and industry. Do you believe this is possible or likely? 

(5) It is manifest that under T—-LP the volume of paperwork would be monu- 
mental, The one requirement that holders and users of materials must request 
instructions from the Government for the disposition of supplies held beyond the 
permitted time period would result in a tremendous flow of paper to Government 
agencies. Furthermore, in the operation of a priorities system without quanti- 
tative limitations, the requests for special priority assistance become enormous, 
as was found during the initial period of World War II. 


(6) It ts claimed that T—-LP provides priority ratings which isolate the importance 
of the project from the time required for use of materials, by application of the numeral 
suffix on the ticket denoting a specific time for action. Do you consider this claim 
valid? If not, what can CMP do to equal what in theory T—-LP would accomplish, 
so far as the advantages of timing are concerned? 

(6) The phrasing of your Question 6 contains the assumption that the numerical 
suffix denoting a specific time for action would, in fact, provide an adequately 
phased flow of products and materials to productive uses. This assumption 
cannot be accepted in view of the comments contained in Item (4) above. Ina 
fluid economy where, because of emergency conditions requirements are subject 
to frequent change due to rapidly changing conditions, no system of fixed time 
predetermination can be effective. The quarterly programming and allotment 
system developed under the Controlled Materials Plan provides a sound basis for 
frequent review of program levels and requirements. Furthermore, the pro- 
visions of the CMP regulations are designed to contain the flow of materials 
within the needs of approved programs. In short, it is our opinion that CMP 
provides a timing mechanism as well as a quantitative control system which has 
been proven to be effective. 

The following replies are addressed to the five questions contained in your 
letter of March 19, 1952, relating to “Additional Questions on CMP”’: 


(1) Has any investigation been made to determine the specific lines of manufacture 
where attrition is occurring at the greatest rate? In other words, are manufacturers 
of certain types of civilian products turning in a greater than normal portion of 
their allotments? 

(1) As part of the operations of the CMP program, it is necessary to study 
constantly the degree to which CMP tickets are cashed by consumers. For 
this reason, we obtain monthly reports from producers of controlled materials 
showing shipments of such materials by individual program symbols. This 
data when compared with program determination tonnages provide the basis 
for drawing conclusions with respect to the degree of attrition by programs. 

In the civilian goods area, attrition rates are determined by economic con- 
ditions. Consequently, there is no “normal” attrition factor. 
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(2) An NPA press release issued on January 30 stated that NPA is still obliged 
to issue a large number of directives on the steel mills to fill urgent and unforeseen 
demands of the Department of Defense and the Atomic Energy Commission. Is the 
use of directives increasing or decreasing? 

2) The level of directive actions during January and February appears to 
have reached a plateau of approximately 1,000 actions per month. It also 
appears that this level is being maintained. It is believed that the issuance of 
amendments to CMP Reg. 1 and 3 on March 31 providing for the military 
identification of B products will result in a decrease in the need for directive 
action to assist military and Atomic Energy programs 


(3) On January 31, the Wall Street Journal quoted several regional directors of 
NP.\ to the effect that 60 percent or more of the plants checked by compliance officials 
had inventories in excess of the permissible amount. Do you have any information 
on the ertent of compliance with inventory requlations? 

(3) Yes. The quotations in the Wall Street Journal article to which vou 
refer are incorrect We reviewed inventory reports of approximately 8,000 
metal-consuming plants accounting for some 75 percent of controlled materials 
in the hands of manufacturing establishments. We hand-picked some 2,200 
reports in which excessive inventory holdings appeared to be indicated. The 
remainder reported a reasonable inventory position. Representatives of NPA 
visited most of the 2,200 plants to determine whether or not their apparent 
excessive holdings were in violation of inventory restrictions or were the result 
of schedule changes, inventory holdings obtained prior to the introduction of 
CMP, obsolete or obsolescent materials, etc. The Wall Street Journal’s reference 
to 60 percent, therefore, applies to a group of hand-picked plants that reported 
material holdings in excess of prescribed limits rather than a reflection of conditions 
in industry as a whole 

In this connection it should be noted that the mere possession of excessive 
inventory quantities violates no order or regulation of NPA. The provisions of 
the inventory regulations prohibit the acceptance of deliverv of materials if 
the inventory of such materials is, or by such receipt would become, in excess 
of the specified limits 

4) You have pointed out that stated requirements for steel products for the third 
quarter run anywhere from 128 to 212 percent of the estimated supply. Steel capacity 
will expand only about nine percent during 1952 Yet we have received a prediction 
from the Iron and Steel Division that steel may be decontrolled within about nine 
months Do you believe the stated requirements are realistic, and if so, how would 
it be possible to decontrol steel within nine months? 

1) It is correct that stated requirements for steel in the various controlled 
material shapes have exceeded estimated supply by 128 to 212 percent for the 
third quarter. It is also true that steel-producing capacity is expected to increase 
by only about 9 percent during 1952. Any judgment as to the probability of 
decontrol of steel within about nine months must be based upon the following 
considerations 

a) Stated requirements for materials are made on the assumption that all 
materials will be available to meet such requirements. For example, a person 
who requires 100 tons of steel, 5,000 pounds of copper and 10,000 pounds of 
aluminum presents such requirements on the assumption that all three materials 
will be equally available for the particular purpose. His requirements for steel 
and aluminum will decrease by reason of the limited availability of copper. 
Thus it is the scarcest material which determines the level of materials usage 

(b) In a period of short supply of materials, it is natural for applicants to over- 
state their requirements in anticipation of probable downward adjustments in 
allotment levels. Furthermore, requirements for the third quarter of 1952 were 
stated on the basis of estimates made several months in advance of that quarter 
and were predicated in most instances upon favorable predictions regarding the 
demand for the finished products. 

(c) The industrial expansion program which now accounts for a substantial 
portion of steel requirements is expected to drop off sharply toward the end of 


1952. 


Despite improvements in the supply of controlled materials, many manufac- 
turers still are being given copper and aluminum allotments which amount to only 


(/) 


30 percent of their base period use. When do you consider this percentage can he 


raised to 50 percent? To 75 perce ni? To 100 pe rcent? 





— 
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(5) The answer to question numbered 5, relating to copper and aluminum 
allotments, is contained in the letter addressed to you by Mr. George Steiner under 
date of March 31, 1952. (See page 696.) 

The following replies are addressed to the questions you asked of Messrs. 
Johnson and McCue: 

(1) As the supply of steel products increases in relation to demand, which of the 
following procedures do you believe whould be taken: 

(a) Higher self-ce rti fication 

(b) Laberalization of allotments 

(Cc) Establishme nt of an open-e nd CMP 

(d) Outright decontrol of certain steel products? 

(1) As the supply of steel products increases to the point where 1estricted 
allotments are no longer required, it would be desirable to 

(a) Increase self-authorization limits. In fact, a proposal is under considera- 
tion to double the current self-authorization limits in direction 1 to CMP Reg. 1 
for carbon steel and alloy steel for the third quarter of 1952 

(b) It would also be in order, under the circumstances referred to, to increase 
the level of allotments for civilian-type production. 

(c) With respect to the establishment of an open-end CMP, consideration is 
being given at the present time to a procedure which would permit the purchase 
of steel or other controlled metals in ample supply on an ex-allotment basis 
over and above the amounts allotted pursuant to approved programs. This is, 
in effect, an open-end CMP with respect to allotment authority rather than with 
respect to production of A or B products. The considerations involved in this 
approach relate primarily to the substantial administrative problems involved in 
removing individual controlled material items from the allotment procedure in 
view of the fact that allotments are made on the basis of only seven broad general 
classes of steel, copper and aluminum. The elapsed time between the original 
presentation of requirements by claimant agencies, the screening, review and 
discussions involved in the DPA Program Adjustment Committee and Require- 
ments Committee and the final issuance of allotment authority to producers is 
such that action taken to remove any particular kind of controlled material from 
CMP would create insurmountable administrative and accounting difficulties. 

(d) The question of outright decontrol of certain steel products relates directly 
to the comments under (c) above. For the reasons presented therein, it does not 
appear administratively feasible to completely decontrol items of controlled mate- 
rial one by one so long as there is a shortage condition existing in other types of 
controlled material within the same allotment class. Such actions would only 
result in a transfer of the authorization to purchase from the items in easy supply 
to those in tight supply, thus destroying the effectiveness of the allotment system 
for the items requiring continued control. 

(4) Do the A, B, C, E, 7-2, S and S-1 ratings, which in effect establish priorities 
within CMP, conflict with the assumption that CMP provides a single-band system 
of quantitative control of materialss 

(4) The S and S-1 symbols have no special preferential status under NPA rules. 

In our opinion, the preferential treatment accorded purchase orders for con- 
trolled materials, identified by the symbols A, B, C, E, and Z-2 do not conflict 
with the basic principle of a single-band system under the Controlled Materials 
Plan. The purpose for which this preferential treatment has been established is 
administrative in character in order to meet the requirements of the Defense 
Production Act. The preferential treatment of orders placed on controlled 
materials producers in these categories recognizes the fact that any failure of 
acceptance of such orders would require directive action by NPA in accordance 
with the established policy of assuring defense production. The preference pro- 
cedure has the effect of minimizing the need for such directive action 

With respect to DO ratings identified by the symbol A, B, C, E, or Z—-2 which 
apply to purchase orders for products and materials other than controlled mate- 
rials, no preferential acceptance by the supplier is accorded under the applicable 
regulation. The provisions of section 15 (d) of NPA Reg. 2 require a supplier to 
give preferential delivery status to such DO rated orders where a conflict occurs 
within his production schedule. Accordingly, it is our opinion that the limited 
type of delivery preference accorded such orders does not in any way conflict 
with the basic principle of a single-band priority system. 
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5. Taking into account these priorities and the freedom given to mills to choose 
their own customers, do you believe that CMP has adhered to its original principles? 


(5) While it is recognized that normal customer relations between purchasers 
and suppliers should be maintained to the fullest possible extent under a controls 
system in the present circumstances of limited mobilization, nevertheless, provision 
must be made to meet the requirements of the Defense Production Act in assuring 
that defense programs will be met with the least impediment. Accordingly, the 
preferential acceptance status accorded to A, B, C, E, and Z-2 orders for con- 
trolled materials at mill level has been established to fulfill this principle. 

Please do not hesitate to call upon me if you require any additional information 
regarding these matters. 

Sincerely yours, 
WiiuiaMm C. Trvuppner, 
Assistant Administrator for Production and Distribution Controls. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, March 31, 1952. 
Mr. Vicror P. DaLmas, 
Executive Director, House Small Business Committee, 
Old House Office Building, Washington 25, D. C. 

Dear Mr. Datmas: Your letter of March 19 requests answers to five questions. 
In conformance with an understanding reached with your office, in view of the 
fact that questions number one, two, and three are now being answered by appro- 
priate officials of the National Production Authority, I shall devote attention to 
answering as best I can questions four and five, together with a question on attri- 
tion referred to me by NPA. (See page 579, statement by McCue, and page 693, 
statement by Truppner.) 

Your question number four is: 

You have pointed out that stated requirements for steel products for the third quarter 
run anywhere from 128 to 212 percent of the estimated supply. Steel capacity will 
expand only about nine percent during 1952. Yet we have received a prediction from 
the Iron and Steel Division that steel may be decontrolled within about nine months. 
Do you believe the stated requirements are realistic, and if so, how would it be possible 
to decontrol steel within nine months? 

I should like to seek an answer to this question in several parts. First, stated 
requirements for total carbon steel for the third quarter were 135.7 percent of 
supply. For plate, the figure was 142.6 percent, and for structural steel the 
figure was 154.5. Both of these shapes, of course, are in the carbon steel total. 
Alloy steel requirements were 127.9 percent of supply, and stainless (nickel only) 
requirements were 212 percent of supply. 

eset for stainless steel I believe these requirements roughly represent the 
third quarter material needs for programs presented for fulfillment to the DPA 
Requirements Committee. I should like to point out two things with respect to 
these stated requirements for the third quarter. First, there is no doubt that 
some inflation exists in the stated requirements of the Claimant Agencies. This 
will always be true in a controlled system. Second, the demands under conditions 
of complete decontrol in the third quarter could conceivably be considerably 
higher. This is so because the stated demands of the Claimant Agencies for the 
third quarter do not reflect the total demands of the economy, and export, under 
conditions of a free market. Let me cite a few instances. Some Claimant Agen- 
cies, mindful of the materials situation, have not presented requirements which 
might exist under free market conditions. They have screened out of their require- 
ments less essential demands. In other instances, limitation orders of one sort or 
another serve to hold down stated requirements. Materials needed to permit an 
uninhibited commercial construction program are not reflected in requirements. 
The same is true of consumer durable goods production. 

The stainless steel requirement of 212 percent of supply is quite unrealistic. 
You will remember that the third quarter operation is the first quarter under 
which allotment distribution for stainless steel will be solely for nickel stain- 
less, chrome stainless having been decontrolled. For this reason prime consumers 
and Claimant Agencies are faced with difficulty in getting solid requirements for 
nickel stainless. The figures undoubtedly are much overstated. But I should 
like to point out that NPA Order M-80 contains a long list of products for the 
production of which nickel stainless is prohibited. Just what the total demand 
for stainless steel with nickel content would be in a free market I am not prepared 
to guess. I would guess that the level would be much above supply. 
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On the question of decontrol, I should like to call attention to several factors. 
First, as you well know, steel is not just steel. It is shapes and forms among 
which various degrees of stringency exist in supply. Several months ago there 
were many who spoke of no steel shortage. They were speaking about chrome 
stainless and would have been the first to admit, if pressed, that many shapes and 
forms of steel were in very tight supply at that time. Thus, first, one must 
distinguish among carbon steel, alloy steel, and stainless steel. Because of the 
very large direct and indirect requirements of the military and atomic energy 
commission programs for stainless steel, amounting to well over 50 percent of the 
supply, this metal stands in a much different position than either carbon steel or 
alloy steel. The nickel stainless steel problem, as you know, is based upon the 
shortage of nickel rather than the availability of steel to which nickel is added. 

Within the carbon and alloy steel categories various degrees of demand-supply 
imbalance exist. At one extreme, of course, is carbon steel sheet and strip. 
This is in comparatively easy supply at the moment and will remain so short of 
an unusual and unexpected free market demand for automobiles and consumer 
durable goods. On the other hand, bars and shapes, heavy plate, and heavy 
structural are still in short supply relative to demand. So also are heavy castings. 
Seamless tubing is also tight in relation to demand. In the alloy steel category 
it is my understanding that with the exception of bars no serious demand-supply 
imbalance exists. These shapes I have indicated as being tight now, will, in my 
opinion, remain tight over the next six to nine months, unless a decline in general 
demand of proportions I do not now see comes about, 

The over-all demand for carbon and alloy steel, in relation to supply, nine 
months hence may be so close to supply as to permit decontrol of carbon and 
alloy steel. My own view is that this may occur in the absence of a new build-up 
of military demand, a change in the international situation, or a general strength- 
ening of demand in the economy which does not at the present time appear to be 
likely. A number of considerations could well delay the time when decontrol of 
steel can be accomplished without serious consequences. Whether or not there 
is a steel strike, is one of the factors. 

This, however, leads to my second point. Some definition of decontrol, aside 
from reference to shapes and forms, is needed. In my view, decontrol of steel 
does not mean complete abandonment of any and all regulations over steel. 
Decontrol in the present context refers to the degree to which government re- 
straints may be relaxed. Nine months hence, if conditions warrant, this may 
mean relaxation or abandonment of much of the discipline of the Controlled 
Materials Plan with respect to submission of applications. receipt of allotment 
authority, the maintenance of records in Claimant Agencies and industry, the 
programming function, and so on, for most shapes and forms of carbon and alloy 
steel. The projected demand-supply situation may warrant the maintenance of 
this procedure for certain shapes and forms, such as bars and seamless tubing. 
The discipline may be necessary for stainless steel. Prior to this sort of relaxation, 
or decontrol, self-certification leniency and the issuance of additional allotment 
authorizations or other administrative devices to test the market may be in 
order. 

When-as-and-if this sort of decontrol is merited by conditions, it is altogether 
likely that a number of types of control, other than the CMP-type mechanism, 
will be required. A priority system of some sort to insure the fulfillment of 
military and atomic energy commission orders will be necessary. The NPA will 
undoubtedly have to continue certain types of mill directives. Certain types of 
NPA orders may still be necessary, e. g., plate restrictions. Stainless steel allo- 
cations, and allocations of bar shapes and seamless tubing, may still be necessary 
under a CMP-type mechanism. The use of the word decontrol, therefore, even 
though applied only to carbon steel, needs definition in talking about conditions 
ahead. 

I should like to point out, as you well know, that the situation with respect to 
copper and aluminum is considerably different than for steel. In copper par- 
ticularly, the prospect of decontrol is not nearly so close as for carbon and alloy 
steel. 

The third point I wish to make is that the determination of the timing of de- 
control is not easy. A decision to decontrol carbon and alloy steel, in my view, 
should take a number of factors into consideration. Among them are the demand- 
supply situation under conditions of a free market; the extent to which assurance 
can be given that military, atomic energy commission, and other vital defense pro- 
grams will proceed on schedule; the number of individual shapes and forms re- 
maining in tight supply and the degree of tightness; the assurance that the CMP- 
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type control to be modified will not be required within some period of time; the 
relation of steel decontrol to the maintenance of CMP-type controls over copper 
and aluminum; and similar considerations. The timing of decontrol of steel 
depends upon answers to matters such as these. As you know, it has been the 
policy to decontrol as quickly as conditions warrant. 

Your question number five reads: 

Despite improvements in the supply of controlled materials, many manufacturers 
stiel are being given copper and aluminum allotments which amount to only 30 per- 
cent of their base period use. When do you consider this percentage can be raised to 
50 percent? To75 pecent? To 100 percent? 

In my statement before your Committee I pointed out that there has been no 
projected improvement in copper supply in the third and fourth quarters of this 
year. Aluminum supply, of course, is much higher in the third quarter than in 
the second quarter and may be higher in the fourth quarter than in the third 
quarter. You will also recall that | reported to the Committee that just prior to 
my appearance the DPA distributed in the second quarter about 20,000,000 
pounds of brass mill copper and about 30,000,000 pounds of aluminum. Subse- 
quent to that time additional quantities of aluminum, copper, and steel have been 
distributed. A large proportion of this material was redistributed to manufac- 
turers having had comparatively low allotments in the second quarter relative to 
historical usage. 

Last week the Requirements Committee announced third quarter 1952 pro- 
gram determinations. These allotments raise the minimum level of support to 
manufacturers of civilian-type goods to 35 percent of base-period usage for copper 
brass mill and copper foundry; 40 percent for copper wire; and 50 percent for 
aluminum. 

With the growing aluminum supply there are good prospects that the minimum 
aluminum allotment to 75 percent of base-period usage will be reached in the first 
quarter 1953, if not approached sooner. Attainment of this level before 1953, 
however, is based upon no recurrence of a power shortage in the Pacifie North- 
west in the fourth quarter of this year, no diversion to the national stockpile, and 
no substantial increase in military requirements. To the extent these things 
occur, the goal of 75 percent cannot be reached. As far as copper is concerned, 
the Committee knows the copper demand-supply situation and the very uncertain 
prospects for any sizable increase in allotments beyond present levels. 

A question which you raised in one of your letters to the NPA concerned the 
rate of attrition, its measurement, and its causes. This inquiry was turned over 
for me to answer. As you know, this is a rather difficult problem, but I shall 
try to give you my views on your specific questions as follows: 

1. What rate of attrition for steel products ts estimated for the second quarter? 

At the time of the original second quarter 1952 program determinations, on 
January 7, 1952, the aggregate allotments authorized for steel in relationship 
to projected supplies were as follows: carbon steel, 110.5 percent; structural steel, 
106.8 percent; steel plate, 105.0 percent: alloy steel, 112.0 percent; and stainless 
steel, 115.3 percent. Since that time, as the Committee knows, an apparent ease 
has developed at the mill level. The DPA and the NPA have been keeping 
a watchful eve on open space at the mill level with a view toward utilizing 
all steel facilities. In order to use open space that has developed, DPA and 
NPA have redirected reserves to consumers and have issued additional tickets. 
As a result of these actions, total authorizations in relationship to supply for 
all steel products, with the exception of stainless steel, are higher than at the 
time program determinations were originally made for the second quarter. At 
the present time, open space on mills in the second quarter is fast closing except 
for a few scattered shapes and forms on high-cost mills. If no open space of 
any magnitude does develop for the second quarter, the current aggregate allot- 
ment percentages above 100 percent projected supply levels indicate the attri- 
tion which is anticipated in the second quarter upon which basis over-allotment 
percentages have been calculated. These figures are shown in the table given 
in answer to question two below. 

2. How does this rate compare with that of previous quarters? 

The following table shows program determination allotments for steel prod- 
ucts in relation to supply for the fourth quarter 1951, the first quarter 1952, 
and the second quarter 1952. The figures in the following table in excess of 
100 percent, in each instance, constitute a measure of anticipated attrition. 
The quantities for the fourth quarter 1951, a period which is now history, are 
reasonable approximations of the attrition which took place in that quarter. 
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Che story for she first quarter 1952 and the second quarter 1952 has vet to be 
written. After adjustments for additional allotments after the original pro- 
gram determinations tee percentages in the following table for the first and sec- 
ond quarters 1952 over 100 percent indicate a measure of anticipated attrition 
for allotment purposes. 


>. ; , , , 
} rogram determination allotments wn relation to supply for stee 
Fourth quar First quar Second quar- 
ter 1951 t 1952 ter 1952 
q riw 13 17 i) 
Plate 09 109. ¢ 4 
Structural 1 » 4 
; ; 2.4 2.3 
; ‘ 
Sta 1! ; 1 
Che allotment figures 1 above table for the fourth quarter 1951 are as of 
December 31, 1951, and reflect returns made by Claimant Aveneies to the DPA 
reserves The allotment authority shown above for the first quarter 1952 is also 
as of December 31, 195] The allotment authority for the second quarter 1952 
is as of March 10, 1952 
Attrition operating in the fourth quarter 1951 cannot be set forth completely 
until all unissued balances of allotments in the hands of Claimant Agencies and 
consumers can be aggregated At the present time DPA does have knowledge 


of unissued balances of steel allotments in the hands of Claimant Agencies or it 
the DPA reserves DPA does not know the magnitude of unissued balances i: 


the hands of consumers Unissued balances of steel allotments on the books of 
Claimant Agencies, as a percentage of allotment authority, for the fourth quarter 
1951, as of January 31, 1952, are as follows: carbon steel, 8.0%; steel plate, 
12.2%; structural steel, 10.3%; alloy steel, 15.8%; and stainless steel, 11.4%. 
Undoubtedly some of these unissued balances reflect returns from consumers. 
I do not think, however, that these figures fully reflect all returns from consumers 


As a consequence, | feel that they underestimate the aggregate unissued balances 
for the fourth quarter, and, as a consequence, underestimate the attrition factor 
operating in the fourth quarter 1951. 


« What are the chief auses oO} alirition atl prese ni? To whal ¢ ent are these 
factors involved? a) Overestimates oj} military require)? ents? h) Overestimates ) 
civilian requirements? ce) Slackening of demand for consumer durables? d) lnahil- 
ily lo place orders with 3 rnd uce s/ é Decisions by some manufacturers to discontinue 
the prod iclion of certain prod is al the low returns authe ed unde f VP? 

These questions cannot be answered with quantitative precision at the present 
time. They are necessarily matters of judgment in the absence of far more data 
than the Controlled Materials Plan generates. It is well to consider these ques- 
tions in light of a general statement about the causes, importance, and measure- 
ment of attrition. In this connection, I should like to quote from the ‘‘Control- 


ler’s Report on the Controlled Materials Plan Operations for the Second Quarter 
1943,”’ written by myself and Mr. Anshen, as follows: 

“In the formulation of the Controlled Materials Plan it was recognized that 
all of the material made available to the claimants would not result in the 
placement of orders on producers of the metals. Very early in the operation of 
the Plan it became apparent that there was a substantial difference between 
quantities of materials made available by program determination and actual 
shipments of basic metal producers. Quantities allotted by claimants to 
prime consumers were less than quantities made available by program deter- 
minations; orders placed against metal mills were less than allotments to prime 
consumers; and actual shipments by metal mills were less than orders placed. 
This disappearance of allotments has become known as ‘attrition. 

‘“‘Many of the causes of attrition are readily apparent. Perhaps the most 
important is the discrepancy between requirements as originally submitted 
and actual requirements of consumers. This difference may occur as a result 
of one or more of the following factors: (1) Errors in calculating requirements 
from bills of materials; (2) failure to make proper adjustments for inventory 
holdings; (3) a general tendeney to overstate requirements in anticipation of 
cutbacks; (4) estimating material requirements on the basis of optimistic 
forecasts of the future volume of business; and (5) unanticipated cancellation 
of contracts or changes in end-product specifications. 
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These factors may be influential at all levels in the process ef accumulating 
total material requirements. They are a direct cause of attrition when, at 
the consumer or claimant level, they create unissued h«iances after the actual 
requirements of manufacturers have been satisfied. rhey are also a cause 
of attrition when unissued balances become available too late for reallotment 


time for translation into orders or mill schedules. 


Attrition also results from reserve policies established by claimants and 
prime consumers Among the more important reservs policies to which 
attention is directed are: (1) The necessary provision for quantities of material 
to meet the demands of late applicants, emergency appeals, and progran 
adjustments: (2) the necessary creation of the multiplicity of reserves by 
those claimants and consumers who issue allotments on a decentralized basis 
this often results in the accumulation ef & larger total reserve fund than would 
be necessary if oulv a single reserve were maintained for all programs; and 
3) the nevéssity for maint aiuing larger reserves to meet changing requirements 
those claimants which do not have clearly defined programs. The net 


effect of these policies, when either the emergencies for which the reserve is 
set aside do not occur or when reserve requirements are overestimated, is t 
leave unissued balances in the allotment accounts. 

‘“‘Another basic cause of attrition is the failure of producers of controlled 
materials to fill all accepted orders within the time period permitted under the 
Controlled Materials Plan. The allotments represented by such unfilled 
orders do not appear in the unissued balance accounts of either consumers or 
claimants 

“A certain level of allotment disappearance is inevitable in the distribution 
of basic metals under CMP in order (1) to preserve operational flexibility 
for Claimant Agencies, Industry Divisions and consumers; and (2) to provide 
the extra orders at the mills necessary to maintain capacity production 
For program determinations to be established at the optimum level it is 
necessary to have some quantitative measure of the extent of allotment dis- 
appearance required to assure the proper operation of these two conditions 

“If total program determinations for any metal are balanced too closely 
with the estimated supply for the period, some claimants and some programs 
may receive smaller allotments than the metal supply justifies. Under these 
circumstances both claimants and consumers will be handicapped in meeting 
contingencies and in making neoessary adjustments, and the operation of 
metal mills will be at less than capacity. 

‘If total program determinations are substantially in excess of the supply 
for the period, metal mills will be forced ta reject some orders. Under CMP 
procedure which requires that orders be accepted in the sequence in whic! 
they are placed this may result in nondelivery of some orders which have a 
high degree of urgency. If the allotments to the Claimant Agencies are large 
in relationship to their minimum requirements, the claimants will make 
increased quantities of material available to the less essential programs. But 
it is inevitable, with excessive overallotment, that certain orders placed 
by consumers in programs of great importance will be refused because of lack 
of mill capacity. The predetermined schedules of relative program urgency 
will be upset and production of those end products considered most essential 
may be impaired 

soth underallotment and excessive overallotment at the program deter 
mination level are therefore undesirable. It is essential that program 
determinations be made at a level which will facilitate smooth operation of 
allotment distribution, induce capacity production by metal mills, and make 
possible the acceptance of orders by metal producers which will result in 
shipments which support the balanced production programs predetermined 
by claimants.” 

The problem of measuring attrition in the aggregate is difficult until all of the 
data pertaining to a quarterly operation are at hand. The problem of calculating 
the contribution of the causes of attrition to the total attrition is even more diffi 
cult and in most instances cannot be measured with any degree of accuracy. At 
the present time the only quarter for which most of the data are available that 
is required to measure the attrition factor is the fourth quarter 1951. These data 
are now under review We are handicapped in measuring with precision the 
attrition factors for the first quarter 1952 and the second quarter 1952. At the 
present time, we do know, of course, the total aggregate allotments that have 
been issued for these quarters and we do know the unissued balances of materials 
on the books of Claimant Agencies We do not know the unissued balances in 











SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 699 


anv 'inodsof consumers nor do we know mill shipments against allotments for 
will add to our knowieuve.’ ofulaguary. February reports are due shortly and 
conclusive — two mouths will mvt 


It does appear that attrition rates operating in the second quarter and likely 


i 


to operate in the third quarter 1952 will be above those used for the second quarter 
1952 and shown in the above table This judgment is derived from analvsis if 
allotments issued for these quarters, unissued balances in the hands of Claimant 
Agencies, projected forward supplies, and the demand-supply balance at the n 
levels as reflected in unused space and order backlogs I ght of these consid- 
erations, the aggregate allotments for the third quarter in relation to projected 
supplies are higher for most materials than they have be: in past quarters 

I hope these answers to vour questions meet vour re quire ent if ve 
further inquiries I trust you will not hesitate to direct them to us 


Sincerely vours 
GEORCE A. STEINE! 
Director, Re quire men 


pa 
~ 
4 


Office of Program na i en 
a 
DereENSE PRopucTION A STRATI 
Washi lo { ) 
Nirs. Jean C. Curtis 
House Small Business Committee. 
Room 129, Old House Office Burldina, Washington 25, D. ¢ 

Dear Mrs. Curtis: This letter attempts to answer the questions which v 
referred to this office by telephone. The questions and answers are as follow 

1. What are the sma ) : 

In CMP Regulation No. 1, Direction No. 1 as amended. dated November 23 
1951, the limits were: carbon steel, 5 tons: allov steel $ ton: stainless ste 
none coppe r and coppt *~-has¢ alloy brass mill product ( pper wire! li pre luet 


and copper and copper-hase foundry products and powder, 500 pounds: alumin 
unds. On January 28, 1952, CMP Regulation No. 1, D 


500 | 2. irect , 
was further amended to raise small user self-certification limits eff ve r 
econd quarter 1952, as follows: carbon steel, 30 tons; alloy steel (except stainles 
8 tons: stainless steel, 500 pounds: copper and copper-base alloy br mi 


products, copper wire mill products, and copper and copper-base foundry prod- 
ets, 3,000 p uunds, and aluminum, 2,000 pounds 
» What are the field case limits? 
The field case limits for processing CMP-—4B applications were established f 
fourth quarter 1951 and first quarter 1952 in the U.S. De; 
erce, National Production Authority, Operating Manual V, Field Operat 
Procedures, Chapter | d tf d J ily 30. 1951. as follow carbo! stee] 100 tons 
alloy steel, 5 tons; copper products, 4,000 pounds; and aluminum, 1,000 pow 
On January 30, 1952, an amendment to this Operating Manual changed the 
method of processing field cases The Manual provides that, with the second 
iarter 1952, cases may be decentralized for processing to Field Offices until they 
aggregate 25 percent of the total first quarter 1952 allotment authority for eac 
product code in N. P. A. Industry Divisions Administrative orders provid 


- ‘ f 4 . 
yartinie oO 


hat cases processed in the field be treated on a basis comparable to those cases 
falling within a product code handled in Washington. 

3. How manu CMP-4B applications were pro essed at De partment of Cammerce 
i lé l Offices? 

There were about 15,000 applications processed under the original processing 
nstructions. It is estimated there will be about 20,000 applications processed 

der the new procedure in the second quarter 1952. 


How were small-user reserves computed ? 


In World War II there were collected data covering the use of controlled 
naterials by various levels of metal consumption. This information was used 
in making the original estimates of materials to be used by small consumers 
When the small-user limits were increased a tabulation was made of all cases 
that were field cases and which would not come under the new small-user limits. 
This estimate was derived from a detailed analysis of CMP-4B applications 
All CMP-4B applications at Department of Commerce field offices were listed 
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and ti amounts of materis . 4 , : - G 
ul e amou # materials requested by the applicants_»t .dé“approximate 
points were examined Chis kind. of.atv tserve set-asides. 


tiv fié j 1S¢ eserves computed 


Che estimated reserves for field cases for the fourth quarter 1951 and the first 
quarter 1952 were based on World War II data with adjustments for differences 
between the World War II field case limits and the limits in the fourth quarter 


1951 and tl firs iarter 1952 
For the second and subsequent quarters 1952, allotment authority was pro 
vided to the Ni ynal Production Authority for processing of field cases in the 
Depart met f Commerce field offic hese field cases are processed in the 
2 anner as Wa ton cases and the factors the field ca are precisel 
‘ 1 Wa oO cant ror ea NPA It ] t }) ’ 
; | ; ; y ‘ ; 
j Jca 
i tv < i 1k for self ertificat ( i er? tor tourti quarter 
, ind second arte! M52 e attached table Ihe 
' 1 by : , ane roc 1 ir e fi ’ 
i s i I “ t ! sted eC! ‘ st a 
iterial fr ‘wa re \ DPA and NPA d 
repo! i r prod eT r eliving all 
| wi “ ai oO ‘ ‘ i 
i Ceca ef eA i i mat i ‘ prog i lentif 
\ ‘ () " ‘ I ade ?[ steel mil Op] 
ref . field ca ind Wa ng ca ure mmingled 
] t i ive ra i are unswered hers oO Vi I AtISTA 
i i ma s re 1, do not he ate 1 Call On Mme 
CEO! \. STEINER 
) ( . a f Proa Denes 
4 } ; ; é m y I 19 , 
4 
, Fou 
j J 
' 8 : i { 
} 
} R48 M ix 4 
9 ‘ R 8 
| B22 } 4 at 
} 
’ 7 2 OM) 1 1 400 
\ I ‘ 
a Se 6 8 { Q RO 4 684 s q 











PROBLEMS OF SMALL BUSINESS UNDER THE CONTROLLED 
MATERIALS PLAN 


THURSDAY, MARCH 13, 1952 


House or REPRESENTATIVES, 
SuBcoMMITTEE No. 3 OF THE SELECT COMMITTER 
To Conpuct a Stupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL Busingss, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 304, Old House Office Building, Washington, D. C., Hon. 
Clarence G. Burton, chairman, presiding. 

Present: Representatives Burton (presiding), Joe L. Evins, Abra- 
ham J. Multer, and Horace Seely-Brown, Jr. 

Also present: Victor P. Dalmas, executive director, Arthur F. 
Lucas, Ernest L. Stockton, and Duncan Clark of the committee staff. 

Mr. Burton. Gentlemen, we will call the meeting to order. 

Our first witness this morning is Mr. James F. King, Deputy 
Administrator, Office of Resources Expansion, Defense Production 
Administration. Mr. King. 


STATEMENT OF JAMES F. KING, DEPUTY ADMINISTRATOR, OFFICE 
OF RESOURCES EXPANSION, DEFENSE PRODUCTION ADMINIS- 
TRATION ; ACCOMPANIED BY BYRON D. WOODSIDE, ASSISTANT 
DEPUTY ADMINISTRATOR, OFFICE OF RESOURCES EXPANSION, 
DEFENSE PRODUCTION ADMINISTRATION 


Mr. Kine. Thank you, Mr. Chairman. 

I have here a statement which is a little long, and long statements 
scare me, but I think, in view of the fact that ‘there has been a lot of 
confusion about this program, and in view of the fact that speaking 
off the cuff we often omit some of the things we want to include, if 
you will permit, I would like to read the statement. 

Mr. Burton. We will be glad to have you read the statement, 
How long a time will it take to read it? 

Mr. Kina. I hope it will not take me longer than half an hour. I 
will skip through it. 

Mr. Burron. Mr. King, before you proceed you might introduce 
the gentleman with you. 

Mr. Kina. Excuse me. This is Mr. Byron D. Woodside, the As- 
sistant Deputy Administrator of the Office of Resources Expansion, 
DPA. He has been with the program from the beginning and, in 
my opinion, has done one of the finest jobs I have ever seen in Gov- 
ernment. He knows the business thoroughly and is not responsible 
for any of its shortcomings but is very much responsible for much 
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that has been done that is so good in this program. I have aske«! 
him to come because if you want any of the details, Mr. Woodsid 
knows more about this business than anyone in Washington. 

Mr. Burton. After that build-up we will be glad to have M: 
Woodside participate. 

Mr. Kina. I am appearing before you this morning in response to 
a request made by Chairman Burton in a letter dated February 25 

The Office of Resources Expansion of the Defense Production Ad 
ministration is responsible for the administration of Governmen: 
financial aids and incentives to industry in furtherance of the pro 

ram for the expansion of the productive capacity of the Natio: 
‘hese financial aids include direct loans to business firms under se: 
tion 302 of the Defense Production Act, procurement contracts o! 
various types under section 303 of that Act, and accelerated amorti- 
zation under section 124A of the Internal Revenue Code. 

I will describe briefly the functions of the Office of Resources 
Expansion in administering each of these and describe the relationshi, 
of this office with other offices within the Defense Production Admini- 
stration and with other agencies of the Government concerned with 
the expansion program. 

The most important of these aids to date has been accelerate 
amortization which permits holders of necessity certificates issued 
by this office to amortize the costs of emergency facilities for ta 
purposes at a more rapid rate than is permissible under conventiona! 
depreciation rates, | 

Applications for necessity certificates are filed with the Office of 
Resources Expansion. ‘That is our office in DPA. They are exam- 
ined immediately to determine the nature of the commodity or service 
to be supplied by the proposed expansion, to determine whether th 
applicant has prime or subcontracts for military production, and to 
obtain certain necessary statistical information. In addition, as 
soon as the applications are received they are examined in our offic: 
by representatives of the Office of Small Business of the Nationa 
Production Authority for the purpose of identifying those cases whic! 
should be classified as “small business.”” Those cases so identified 
are marked to indicate that fact in order that all persons dealing 
with the case may be aware that a small-business concern is involved 

After this brief initial examination, the applications are then 
referred by us directly to the appropriate industry divisions of th: 
National Production Authority or to one of the other delegat: 
agencies. I might say that these applications used to go from us to 
the delegate agencies through two or more other agencies, but that has 
been eliminated and we now send them direct to the delegate agencies 
These divisions and agencies are staffed with experts in their respectiv: 
fields and are charged with responsibility for the development of 
programs for the expansion of capacity and production in thos 
fields. There the applications are reviewed with reference to esti- 
mated requirements or programs, the provisions of the application 
form, the regulations, and existing policies. Reports and recom- 
mendations are then submitted to our office for final action, and that 
action, of course, may result in the issuance of a necessity certificat: 
or a denial of the application. 

Mr. Seety-Brown. May I ask you a question at that point? 

Mr. Kina. Yes, sir. 
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Mr. Srety-Brown. You say: 


They are examined immediately to determine the nature of the commodity or 
service to be supplied by the proposed expansion, to determine whether the 
applicant has prime or subcontracts for military production, and to obtain certain 
necessary statistical information. 

Mr. Kina. Yes. 

Mr. Seety-Brown. Are they, by. any chance, brought to the at- 
tention of the SPDA? 

Mr. Kine. The SPDA had not actually been in operation when we 
set up that system, and as a result we used the Office of Small Business 
of NPA to look at the applications. They have representatives sitting 
right in our office. We made this arrangement some months ago. 

They examine all applications that come in and they decide whether 
they are small business. If they determine that they are small busi- 
ness—because, you know, it is very difficult sometimes, by various 
criteria, to determine that—they stamp them “Small Business,” and 
then those applications are given such priority and assistance, as I will 
describe later, that we give to small business applications. 

Since the establishment of SPDA we have had conferences with 
their staff, and only a couple of weeks ago we sat with their General 
Counsel and other members of their staff and went over their pro- 
posals, to see how we could improve our system. We said, “If you 
can help us to do it better, you will be blessed by us,” and I believe 
you will find they will tell you we are working with them completely 
harmoniously on that subject, and any schemes or suggestions that 
they can make which will help us give small business a better break 
in this thing we are certainly willing to accept. 

Mr. See.ty-Brown. Who makes the initial decision in your office 
as to whether or not the matter is in the “small business’’ category? 

Mr. Kina. The representatives of the Office of Small Business of 
the National Production Authority sitting in our office make that 
decision. When they identify the cases as such, they are marked so 
and are handled on the basis of a small-business case. 

Mr. Burron. Is the definition in determining whether it is small 
business or not the same definition that we are using in this committee? 

Mr. Kina. I believe it is, sir. It is the one that has been used—Well, 
I will have to answer you this way, Mr. Chairman: I don’t know 
exactly the definition that this committee is using. I can only say we 
have had a number of definitions and a number of efforts to identify 
small business by various methods. 

I asked for the small-business representatives in NPA and DPA to 
meet with us some months ago, to help us figure out how we could 
identify small business, so we could take special steps to take care of 
those cases. They brought me a large pamphlet and we started 
talking about what is small business. We got into a discussion of the 
fact that small business in the textile industry means so many em- 
ployees, but the same number of employees in the chemical industry 
is an entirely different proposition. 

Then we began talking about the nature of the business and the 
many criteria that determined small business, we started talking 
about how we could determine what was small, and after discussin 
it for some time we decided, or we agreed if we in our office — 
try to determine that, we would have to be experts in that as well 
as in other fields, or even more than in other fields. 
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We, therefore, proposed to the NPA representatives of small busi- 
ness, because I think the SPDA had not been formed at that time, 
that whatever they determined was small business, whatever they 
said was small business, regardless of the criteria they used, we would 
give priority and preference to. 

That is the basis on which we proceeded as a practical operating 
proposition. 

Mr. Seety-Brown. Is there any duplication at this stage of the 
operation between the work of your department and that of the 
SPDA as it is supposed to be created? 

Mr. Kina. Well, not in our own shop. Whether the Office of Smal! 
Business of NPA could, with equal success and effectiveness, protect 
and promote the interests of small business is a matter of opinion 
I happen to be one of those who feels that sometimes duplication in 
Government is necessary. Sometimes you get more results when a 
man is responsible particularly and especially for something than if 
you give him that duty along with a lot of other duties. 

In NPA we had the Office of Small Business—I think we still do, 
although the duties are being transferred. Those men are able, 
energetic, and all that, and just as much interested as the SPDA. 
Whether you get more effective treatment for small business by setting 
it in a separate agency, as was done, I have no particular opinion 
on that. 

As for our office in DPA, nothing we do is duplicated by what 
SPDA is doing. 

Mr. See.ty-Brown. You appreciate the fact, I am sure, particu- 
larly in view of the vote yesterday in the House, that the Congress is 
determined to establish and give the SPDA the necessary funds with 
which to operate, but I am also sure when the appropriation bills for 
other departments come up, they are going to be analyzed very care- 
fully for any possible duplication of activities. That is why I asked 
you a question on that. 

Mr. Kina. Yes; I think it is appropriate. 

Mr. Daumas. Mr. Chairman, may I clarify this question of a small- 
business definition? 

Mr. Burton. I would be glad to have you do that. I think at this 
point it would be well to introduce our definition into the record. 

Mr. Kina. Yes. 

Mr. Datmas. As you know, Mr. King, the Selective Service Act, 
the Armed Services Procurement Act, and the Federal Property and 
Administrative Services Act have the 500 rule” in each of those by 
which to judge small business. 

Mr. Kina. Yes. 

Mr. Damas. The committee, some 2 years ago, concluded that that 
was a rather awkward definition, because of the fact that if a man has 
501 employees, you say that he is a big company. He might be in 
some industries, and he might be very small in other industries. So 
it was recommended at that time that small business be judged 
industry by industry. 

Mr. Kina. Yes. 

Mr. Damas. In other words, taking a classic example, a small 
business in the steel industry may have several thousand employees, 
whereas, as you pointed out, in the textile industry he may have a very 
few employees. So in an effort to get through the Small Defense 
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Plants Administration amendment, our committee who sponsored the 
amendment, the House Small Business Committee, presented to the 
Banking and Currency Committee the proposition that SPDA be 
required to define small business industry by industry in all of their 
operations. 

In the meantime the Department of Commerce had taken a business 
census and they adopted that philosophy, and I think that is the 
document to which you refer, based on the work of the Census Bureau. 
They have actually gone to some length in trying to define, industry 
by industry, what is small business. 

Mr. Kine. Yes, sir; | know that. 

Mr. Damas. In that particular industry. 

Mr. Kina. Yes. 

Mr. Daumas. And that is the definition which the committee likes 
and which, as far as we are concerned, is the correct definition. 

Mr. Kina. That is certainly the definition that is being used by the 
representatives of the Office of Small Business in looking at these cases. 
If that were not true, if we were going only by the 500 definition, or a 
monetary limitation, an IBM machine could determine what is small 
business. That is not true. That is why we have representatives of 
the Office of Small Business sitting there applying to each application 
the various standards that you speak of. 

Mr. Dautmas. Thank you, Mr. Chairman. 

Mr. Burron. Will you proceed? 

Mr. Kine. Yes, sir. 

If the applicant has prime or subcontracts for military production 
and the expansion applied for is estimated to cost $100,000 or more, 
the case is also referred to the armed services or the Munitions Board 
for comment concerning the necessity for the increased production 
from the point of view of military programs. In addition, in appro- 
priate instances a case may be referred to the Atomic Energy Com- 
mission or to the Justice Department. 

As a result of delegations of authority pursuant to Executive 
Orders 10161 and 10200, and internal delegations within the defense 
structure, more than 50 widely scattered groups in Government 
actively participate in the handling of cases filed with the Defense 
Production Administration under the tax amortization program. 
One of the principal duties of my office is to coordinate and guide the 
activities of these groups in the administration of the program. 

I would like to stress that, because it is popularly believed some- 
times that individual persons, bureaucrats, sit over there and make 
these decisions about applications and these expansions. That is not 
true. We do have a system. That system does not always work and 
it has never worked as smoothly as we would like it to work, but we 
do have a system, and no one person makes the decisions that are 
essential to the granting of a certificate of necessity. 

The activities of the Defense Production Administration are per- 
formed subject to the general direction, control, and coordination of 
the Director of the Office of Defense Mobilization. Under a policy 
directive relating to the issuance of tax amortization certificates 
published by the Office of Defense Mobilization in August of last 
year, we are required, in order “‘to assure consistency between the 
granting of necessity certificates and the determination of expansion 
goals,”’ to grant certificates only for facilities that are included within 
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expansion goals determined by the Defense Production Administra- 
tion to be necessary to meet established requirements. The deter- 
mination of the extent to which industrial capacity must be expanded 
in order to meet the requirements of the mobilization program and 
the areas in which that expansion shall occur, are the responsibility 
of the Office of Program and Requirements of the Defense Production 
Administration, headed by Mr. Ralph Trigg. 

Mr. See.y-Brown. You mentioned the word “areas.’’ Would you 
explain the sense in which you used that word? 

Mr. Kina. By the word “areas” I meant not geographic areas but 
as it related to the field in which that expansion shall occur. 

Mr. Daumas. Mr. Chairman, there is one thing here that I would 
like to get cleared up before Mr. King goes on with his statement 

Mr. Burton. That will be in order. 

Mr. Datmas. You have two things under consideration when you 
grant a certificate of necessity, particularly when that certificate of 
necessity carries a request for a loan. Now, we have some terms 
that, to my mind, have gotten somethat confused. We have the 
TA, which is the tax-amortization certificate, which is the certificate 
of necessity that you speak of, and then we have one which has been 
described to us as a certificate of essentiality. 

Mr. Kine. That has to do with the loans, as I will set forth here. 

Mr. Datmas. That is tied up with the loans. So if a man has his 
own money and meets the requirements he gets a tax-amortization 
certificate, but if that certificate is coupled with a loan then you also 
have to have a certification as to the essentiality of the product he is 
going to make. Is that correct? 

Mr. Kine. Well, I had not proposed to go into that now. How- 
ever, if Mr. Burton wants to have this presented at this time and if 
you will permit, I would like to touch on that right here and now, 
about essentiality and necessity. 

Mr. Damas. Those are the two things I would like to get clarified. 

Mr. Kina. I don’t know whether I can clarify them for you, but, 
at least, I can state our dilemma about them. 

People come to us constantly and say, ‘‘Will you grant us a certifi- 
cate of necessity to expand facilities to make things for the defense 
program? Now, we can’t find the money to do it, and we want 
money lent to us. You said ‘it is necessary,’’’ they tell us, ‘‘and if it is 
necessary, then you have to give us money to do this thing.” 

Like all words in any language, I believe, words like ‘‘necessity”’ and 
“essentiality” are relative. There is no absolute definition of them. 
When we say something is necessary, or when we say something is 
essential, we mean necessary and essential in the light of the facts in 
the given case. When we say expansion in aluminum mills is necessary 
we do not mean that it is necessary under all circumstances or at 
whatever cost. Obviously, we mean under the circumstances de- 
scribed, under the conditions set, under the laws and regulations that 
are applicable, this is what we desire. 

Now, if the circumstances are different, or if the facts change, it 
does not run on into eternity that this thing is essential and necessary. 

The use of the word “necessity” refers to the tax-amortization 
certificate, and the- phrase “certificate of essentiality’’ refers to the 
loan. In my opinion, the difference in wording is due to an accident 
of bureaucratic administration. 
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Formerly we had the responsibility for handling the loans in prac- 
tically all their aspects, but last August we made arrangements with 
the RFC to be the banker, and we, therefore, have held on to only 
that authority which requires us to certify, in effect, that if you can 
get this product, this expansion in this way, it would be highly desir- 
able, because there is a shortage of these things that we need for the 
defense program. But that does not mean under all circumstances, 
regardless of all other considerations; that means for this thing only, 
and that is the reason for some of the confusion. 

I don’t know whether I have added to the confusion or not. 

Mr. Daumas. No; I think you have clarified it. 

Mr. Kine. Now I just said that Mr. Trigg’s office, the Office of 
Program and Requirements, sets the program. They determine 
whether there is a shortage and how much the shortage is, and how 
soon we will meet that shortage, and they set that up in what we call 
an expansion goal, which is sent to my office. This action permits us 
to begin to process individual cases by which we endeavor to meet the 
shortage. 

It is only after we have the goal that we can go ahead with the cases 
individually. That again is something which many people do not 
understand and they come and argue with us saying, “You decide 
there is a shortage of this,” or “You decide there is a shortage of 
that,” but we do not make that determination in our office. 

The Office of Program and Requirements sets the goals or programs, 
except that the Office of Aluminum in the Defense Production Admin- 
istration, headed by Mr. Sam W. Anderson, has over-all responsibility 
for the development and progress of the aluminum-expansion program. 

It is the function of the Office of Resources Expansion, which I head, 
to lend such financial aid and assistance as maybe required to en- 
courage industry to carry out the desired expansions within the pro- 
grams determined by the Office of Program and Requirements and 
within estimated time schedules considered appropriate to the objec- 
tives of the defense program. 

As you know, it has been a fundamental policy of the mobilization 
program to seek the required expansion of productive capacity to the 
maximum extent possible by private industry with private capital. 
It is for this reason that the tax-amortization program has loomed so 
large in the over-all effort as the principal incentive to industrial ex- 
pansion. 

I might add that this is where we have certain disagreements, 
ideological, economic, and so on, as to whether to use and when to use 
private capital and when to turn to Government loans, under what cir- 
cumstances and for what purposes. Sometimes we say, “Well, if the 
Congress wants to da it differently they, of course, will do so, but we 
will stick to this policy until or unless the Congress changes the law.” 
That is the crux of our friendly disagreement. 

[ might add in connection with the size of the tax-amortization pro- 
gram, we believe few people had any idea that this program would be 
as voluminous, with as many applications, as it is, and that everybody 
almost, I sometimes think, is in on the tax-amortization program. 
However, you must remember that applications are one thing and the 
granting of certificates is another, so when you hear of the granting 
of certificates in great bales, while we have granted them by the 
thousands, comparatively that is not quite as large as it looks. 
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As a matter of fact, as of the 25th of February, 18,400 applications 
for necessity certificates had been filed for expansions estimated to 
cost approximately $29 billion. What the applicant says he thinks 
what he proposes to do is going to cost when we give him the necessit 
certificate is still an estimate, and when you read that we have granted 
a tax-amortization certificate for such-and-such percent on a $55 
million project, again that is the applicant’s estimate of what he 
thinks the project is going to cost. What we have done is certify 
that it is necessary and that a certain portion is attributable to the 
defense program and therefore we give him a tax-amortization cer- 
tificate applicable to that percentage, or we give it to the Interna! 
Revenue Bureau. He then goes to the tax collector in a year or two 
or five years and he pays the tax, but the collector decides how much 
is involved. ‘These sums are good indications of how big the thing 
may be, but they are not actual figures as to what you might say the 
“contingent liability” might be. 

Our office had issued by the 25th of February almost 7,200 necessity 
certificates for expansions estimated to cost $14.6 billion and had 
denied 4,300 applications for expansions estimated to cost $3.2 billion. 
Approximately 65 percent of all cases filed have been processed. 
(See list on p. 712.) 

Mr. Srxe.y-Brown. Is the estimated cost of $14.6 billion still their 
estimated cost and not yours? 

Mr. Kina. Yes, sir; that is their estimate. Now, that part of the 
$14,600,000,000 that we have included in our tax certificates, which 
we have said is that part to which the certificate is applicable, amounts 
to something like $9 billion. I don’t have the latest figure, but it is 
roughly $9 billion. 

So if all these taxpayers went ahead with their -expansion and all of 
them decided to use the tax certificates, and all of that percentage was 
applicable to what they did, and the tax collector agreed with them 
at the time they tried to use them, we would be involved with $9 
billion worth of tax certificates. 

Mr. Muurer. May I stop you right there? 

Mr. Kina. Yes. 

Mr. Mutter. That kind of comparative figure is what gives rise 
to what we have been hearing in our committee. The fellow who has 
a big job gets tax exemption, but the fellow with the small job can’t 
get it. 

Mr. Kina. We believe we can show you, Mr. Congressman, that 
that is not quite as true as it sounds. 

Mr. Mutrer. Just looking at those figures, it would appear that 
that would be so, would it not? Just divide 7,200 into $14,600,000,000, 
and divide 4,300 into $3,200,000,000, and it is apparent that th 
fellows with the small jobs did not get certificates while the fellows 
with the big jobs did. 

Mr. Kina. First, I agree, for reasons which I will state, that ther 
has been a preponderance of expansion in the basic industries. That 
is the whole burden of my statement. 

Second, I think I can show, in spite of that, a very great deal of 
participation in this program by small business, or by what, as far 
as we can see, is small business. 

Mr. Mutrer. I am not giving you my own conclusion, I am just 
telling you what the figures indicate, which may be a reason why we 
get so many complaints. 
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Mr. Krwna. I think it is natural that in a program of this kind you 
would have those complaints, and I think it is basic and natural in a 
program of this kind that it would tend to favor, that is, a defense 
program would tend to favor big business, and that small businesses, 
in a period of shortage, of trial and tribulations, do suffer more, there 
is no question about that. 

That is why committees like this and administrations like the 
SPDA are vital to our system. They cannot always make sure that 
we can do this defense job with small business, but they can help 
make sure that all of us who are in the program are constantly aware 
of the fact that if we can do some of these things by the use of small 
business, we give it to small business. 

I can give you examples of our having done that right along, as I 
will be glad to describe to this committee a little later. 

Mr. Seety-Brown. Do you grant a certificate of necessity to an 
existing plant in order to modernize an existing facility in a particular 
locality? In other words, if I have a plant in my area that feels it 
can do a better job and a cheaper job if its plant is modernized, 
would you grant a certificate of necessity under that kind of situation? 

Mr. Kine. Not a better and cheaper job. If you can get more 
defense production, substantially more defense production, which we 
cannot get equally as well by other facilities that are available, we 
then would probably grant you a tax certificate. 

The percentage of that certificate, however, would be affected 
greatly by the extent to which your new operation was a replacement 
or was simply a continuation of what you would have done, anyhow, 
or should have done. 

Mr. Serety-Brown. Certain industries in the New England area— 
Iam from Connecticut—are moving down South and one of the reasons 
suggested for this move down South is that they can get a certificate 
of necessity to build a new plant down there and the plant that 
Uncle Sam finances moves South, leaving a lot of our people out of 
work. I am trying to protect the interests of those in my area who 
need jobs. 

Mr. Burton. I could answer your specific statement as to doing 
itin the South. I think the figures will show that the South is getting 
less than its share. 

Mr. Kina. Some people say that South Carolina has a hydrogen 
plant to cost $1,250,000,000, and that ought to outweigh a lot of 
other things. My answer has had to be, which is a fact, that a State 
like South Carolina does not have the proportion of basic raw-material 
industries that many other States have, and it is those industries 
upon which we have concentrated and which this program is very 
much aimed at, as I show in my statement. 

We want to stress that. There is nothing more important to the 
understanding of how we approach this program and why we seem 
to be favoring big business. 

Mr. Serety-Brown. How about textile mills? If a textile mill 
should move South would you give it a certificate of necessity? 

Mr. Kina. I have had plenty of people visit me about textile mills 
and not one of those people, as far as I know, has received a tax 
certificate. However, they have come in and proved that a particular 
plant makes—whatever they call this rayon cord—— 

Mr. Sun.ty-Brown. High tenacity. 
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Mr. Kine, That a particular plant makes high tenacity rayon cord 
The military strongly supported that. Where there is a militar) 
need for some product, a need which has been determined by our 
“due process,” not by somebody’s whim or personal view that it i 
necessary, which is urgently needed in the defense program, we do 
grant certificates. 

Mr. Srety-Brown. To the best of your knowledge, none of thos: 
have been granted specifically in the textile industry? 

Mr. Kine. That is right; yes, sir; and definitely none would bi 
granted to move any textile business from one place to another. 

Mr. Burton. The certificates of necessity are a necessary becaus: 
of the fact that those industries in that area are already completely 
modernized. , 

Mr. Kina. That is very true. Obviously, they move down ther 
for other reasons which I am sure neither Mr. Burton nor I need 
go into here. 

Mr. See.y-Brown. I recognize that. I wanted to get specific 
information as to whether the certificate of necessity is a factor in the 
move. 

Mr. Kina. I believe it is not. I believe it has been belabored as 
one of the reasons for these moves. I would be glad, if you want us to, 
to try to give you an analysis of that at some future time. 

Mr. Seety-Brown. If you could put it in the record, I would 
appreciate it. 

Mr. Kina. All right, sir. 

Mr. Sre.y-Brown. I am trying to get the true facts and fair facts 
about this thing. 

Mr. Kina. I will try to show you the extent to which the textil: 
industry has received tax certificates. 

Mr. Serery-Brown. Yes, sir. 

Mr. Kina. As to the reason for the move, we can’t go into that. 

Mr. Serety-Brown. We will give you an opportunity to develop 
the facts. 

Mr. Kina. Fine. 

(Exhibit 15 in the appendix.) 

Mr. Burton. If you will proceed. 

Mr. Kina. I do not want to take too much of the time of you 
gentlemen with this. 

Mr. Burron. That is an important matter. 

Mr. Kine. The 34 industry divisions of the National Production 
Authority and the other agencies of Government, which I have referred 
to, are responsible, in the first instance, for the formulation of expan- 
sion programs and requirements. These programs in turn are scru- 
tinized and reviewed by the Office of Program and Requirements of 
the Defense Production Administration for the purpose of fitting each 
program into the over-all effort. 

Materials allocations and financial aids are the principal tools by 
which stimulus and direction are given to those expansions deemed 
most essential to the implementation of Defense Production Adminis- 
tration policies. 

Allotments of materials for various programs are handled at the 
Defense Production level by the Defense Production Administration 
Requirements Committee. Allocations within programs then become 
the responsibility of the respective delegate agencies. 
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As I have said, the industry divisions of the NPA, the Defense 
Electric Power Administration, the Defense Transport Administra- 
tion, and so on, of other delegate agencies, develop the programs and 
they present them to the Office of Program and Requirements of 
DPA, and that office then fits them into the over-all effort. 

As a matter of fact, it does more than fit them in; it gives them the 
stamp of authenticity. 

For a while sometime ago everybody had a defense expansion pro- 
gram. You could talk to the businessman, or the industry division, 
or almost anybody and they would tell you ‘that there was a short: age 
and that you ought to have an expansion program in this, that, or 
the other. 

Well, we set up a system which requires that any expansion program 
under which we operate is a program which is approved by the Office 
of Program and Requirements and no other place. All others are just 
opinions, as far as we are concerned. 

The Office of Progress Evaluation in the Defense Production 
Administration secures information periodically from the holders of 
necessity certificates to determine the extent to which expansions, 
certified as necessary in the interest of national defense, have pro- 
ceeded. In addition, the various delegate agencies and industry 
divisions are in constant touch with industry in their respective 
jurisdictions and follow very closely the progress being made in the 
construction of additional plant capacity. 

I particularly include that because it has been asked, “How do you 
know, when a program is approved and you grant tax certificates, that 
you will get your expansion and what the situation is?” We get that 
information through the Office of Progress Evaluation. 

Mr. Daumas. Mr. Chairman, may I ask Mr. King a question? 

Mr. Burron. Yes. 

Mr. Daumas. Who is the head of the Office of Progress Evaluation? 

Mr. Kine. That is in the process of change. It has been Mr. 
Nathaniel Knowles. Mr. Malcolm Catlin has now taken over the 
office. 

Mr. Damas. It is part of his job to see that these expansion 
programs, such as steel, aluminum, and copper, keep up with the 
schedule? 

Mr. Krva. It is his job to report whether they are or are not on 
schedule. 

Now, I would like to stress to this committee that one of the primary 
objectives of the Defense Production Administration is to achieve a 
substantial increase in our capacity to produce certain basic raw 
materials. By this means we believe we will be able to support a 
substantial military effort of uncertain duration and at the same time 
maintain a strong civilian economy, all within the framework of our 
competitive system. 

By increasing available supplies of raw materials, it should be 
possible to minimize the impact of a substantial mobilization effort 
upon normal civilian production and particularly upon the many 
smaller members of the business community who almost always 
suffer the greatest in times of shortages. 

Accordingly, we have concentrated upon expansions designed to 
increase supplies of those raw materials and services which, experience 
has taught, are most essential to these objectives 














712 SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 


This effort is reflected in the actions taken to date in the issuance 
of certificates of necessity. If you will refer to the list which is attached 
to this statement, you will note that iron and steel accounts for 19 
percent of the dollar cost of expansions so far certified, and if coal, 
coke, iron ore, and certain other projects auxiliary to the steel program 
are added, approximately 25 percent of all expansions aided by 
accelerated amortization are for the purpose of increasing our capacity 
to produce steel at a level of approximately 120 million ingot tons by 
1953. Many of these projects are already in production. 


DerensE PrRopucTION ADMINISTRATION, 
Washington, March 10, 1952. 


DIsTRIBUTION OF CERTIFICATES OF NECESSITY BY PRINCIPAL INDUSTRIES AS OF 
Fepsruary 25, 1952 


As of February 25, 1952, there had been 7,188 certificates granted for total 
proposed investments of $14.6 billion. The following 15 categories represent 
93.5 percent of the dollar value of these certificates, and show the emphasis 
which has been placed on basic materials, transportation, and other basic programs 
directly related to the defense effort. 

The basic materials including iron and steel, chemicals, petroleum, nonferrous 
metals, and nonferrous mining, pulp, and paper, iron-ore mining and coal and 
coke account for 53.5 percent of the total dollar volume. If transportation and 
power are added, the percent thus accounted for is 80.2 percent. 
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I might add, when you speak of 120 million ingot tons by 1953, you 
can get an argument in almost any office on what do you have and 
what are you going to have, and how much can this mill produce in 
1952-53, how much of the rated capacity can you include and how 
much can you step it up by washing the coal, by this method and that 
method, by technological improvements of all kinds. 

What we are aiming at is 120 million ingot tons. We have already 
certified capacity which theoretically would give us something like 
122 million-plus-tons of ingots. But nobody knows, nobody can tell 
us, how much of that capacity is going to fall by the wayside, how much 
is not going to be used as efficiently as it should be, or how much of the 
old capacity is going to be maintained. The 120 million ingot tons is 
our minimum goal. That is what we are aiming at and w vant to be 
sure We can get. 
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Steel, petroleum, aluminum, chemicals, pulp, and paper—all basic 
raw materials—together with electric power and transportation, ac- 
count for 80 percent of all projects so far certified. That is the 
reason, of course, that you hear that big business is the principal 
beneficiary of this program. 

Mr. Burron. That is practically all big business. 

Mr. Kine. That is particularly true in steel and petroleum. I 
would like to refer to a little incident attributed to Mr. Wilson. 
Somebody asked him, I think it was a committee up here, why did 
not he get small business into the aluminum program. He said he 
had searched the country all over for a small-business man who could 
put $100 million into the aluminum program, but he could not find 
one. How many small-business men can you get to go into steel? 

We do have some small business in some of these industries, how- 
ever. We have definitely taken steps and we are using the procedure 
I have outlined. The gentlemen from the Office of Small Business, 
that I referred to as working in our office, in applying their standards 
to the applications, identify some companies as small business in the 
steel industry, or petroleum, and so on. So by definition we do have 
small business participating even in the programs, but the running 
reader usually does not think of small business in these industries. 
He does not usually think of small business in connection with a steel 
company that has blast furnaces and can produce raw materials. 

Mr. Seety-Brown. Sir, when you talk about your goals, do you 
refer to the goal which would be necessary if the Department of 
Defense spent all the money which we have allocated or provided, 
namely, $7 billion a month, or are you talking about a goal more in 
keeping with what they are actually spending, which is about $4 
billion a month? 

Mr. Kina. We do not determine the goal. It is Mr. Trigg’s office, 
the Office of Program and Requirements, which sets the goal, which 
takes into consideration in the determination of the goals as well as 
in the allocating of materials by quarters, the available supply, the 
chew-up rate, all those things, so the factor that you mentioned has 
been taken into consideration by the office which sets the goal. But 
they have also taken into consideration as well as the military program, 
the supporting program, the things without which the military pro- 
gram cannot be done, such as maintaining a healthy, strong civilian 
economy. 

They give us the goal, and as officials we do not look behind the 
goal. As citizens we may have our opinions, but the way the system 
works it is none of our business to argue about the goal. 

We stress that, because we do not want the persons who are handling 
the individual cases, fitting the individual cases into the programs, we 
do not want them arguing about whether there is or there is not a 
shortage. That is not their job, they have other jobs to do. 

You can well understand that you could not get many cases settled 
to the satisfaction of many people if every examiner, or every industry 
division which recommended a case, recommended and acted on it in 
the light of that person’s opinion as to what the shortages were and 
how important they were. 

For example, take toilet tissues that some people in the DPA have 
argued are unnecessary to the defense program. Many persons do 
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eonsider them very necessary. It is a matter of what is an important 
and necessary program. 

In an effort to get away from personal subjective conclusions on 
these matters, a system has been set up in DPA that is something like 
our judicial system in which the judge determines the law and the jury 
determines the facts. The Office of Program and Requirements de- 
termines what is needed and when, and then we help with financial! 
incentives to get the expansion that has been determined to be needed. 

Mr. Burton. Proceed. 

Mr. King. I have just said that steel, petroleum, aluminum, chemi- 
cals, pulp, and paper—all basic raw materials—together with electric 
power and transportation, account for 80 percent of all projects so far 
certified. Aluminum and other nonferrous metals expansions, for 
example, have accounted for 5.5 percent of the total dollar value. 

All applications so far filed relating to the production of alumina 
and pig aluminum have been processed. These applications were 
filed by the four producers of basic aluminum. These projects, when 
completed, will increase capacity to produce aluminum by approxi- 
mately 685,000 tons per annum—almost doubling our capacity. 

1 would like to add right there what | think is a very important 
point. It is true that no small business that I know of has gotten 
into the aluminum program. There are four big companies, counting 
the new Anaconda entry. However, it stands to reason that if you 
double the aluminum capacity in this country—and the aluminum is 
starting to pour out—if we do not have an all-out war, aluminum is 
going to be available to a far greater extent than it has ever been 
available, in which case the small-business man, the fabricator, and 
the dealer and the salesman, people in this country are going to be 
in the aluminum business by the score, hundreds of people who have 
never been in the aluminum business before because aluminum was 
searce. If we have an all-out war then, of course, the aluminum will 
go into the war effort and then, too, the small-business men will be 
in the picture. That illustrates as well as anything we have the fact 
that when you are starting a basic expansion program to expand your 
economy for the long pull, which is what we are doing, you do not 
get the impact of the program down among the grass roots, the small- 
business man, until the stuff begins to come in. 

When you get more aluminum, you will get more people in the 
aluminum business. During a period of shortage when you are doing 
the best you can with all you have, the small-business man is ob- 
viously and definitely at a disadvantage, no question about it. 

Mr. Burron. But in having four substantial producers of alumi- 
num, that increases the number of companies that we have in th 
industry, doesn’t it? 

Mr. Kina. Yes; some years ago it was only one company, and after 
the war we had three, and now we have four. Somebody said, “Why 
do you let Anaconda, a big company, big business, into aluminum? 

The first reason was we could not find a little fellow with $100 mil- 
lion. But another reason was a company like Anaconda simply offers 
more competition in the aluminum business than a little man who 
barely can scrape along on a shoestring and who is hanging on by 
Government aid. You could not put that little man among the giants 
who are already in the business and expect him to compete. 
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Anaconda is a giant, but, as I say, that was not the reason for 
choosing Anaconda, but because they were the only people ready, 
willing, and able to get aluminum, and that is what we are after in 
this case, is getting the aluminum. 

Mr. Burton. Where would your production come? From what 
part of the country? 

Mr. Kina. It is up in Montana because the power is there, and the 
power contract had a great deal to do with the selection. 

Mr. Burton. Is the raw material there? 

Mr. Kina. It is not there, but it can be brought there and processed 
and distributed from there. It was selected also for other purposes, 
strategic and otherwise, for reasons of dispersal, safety from attack. 
The sum total of all the factors made it ser nsible. 

Mr. Burton. Does the Government produce the power? 

Mr. Kina. Yes. This is the Hungry Horse power. 

Mr. Mutter. Do you touch op tungsten in your statement? 

Mr. Kina. No; I touch on the mechanism by which programs like 
tungsten are expanded. That is something that is handled through 
the Defense Materials Procurement Agency. It handles this procure- 
ment and expansion program, you might say, under our direction, 
that is, under our financial control, but ‘they ac ‘tually handle it, and I 
will describe here how it is done. 

Mr. Mutter. I have a very specific case in mind that was called 
to my attention. That is why I mentioned it. These people ap- 
parently have the ore there. 1 say they apparently have it, because 
the big fellows who are in the tungsten business tried to buy them out. 
And yet they cannot get the finane ing with which to put up the mill. 

Mr. Kine. We will “certainly make a note on that and look into it. 
I don’t know anything about the tungsten situation. 

Mr. Mutter. That is another instance that came to my attention. 
Here is a fellow who needs $750,000 with which to put a! the mill. 
He has got the mining properties. I cannot vouch for it, I don’t 
know. I do not pretend to know whether they have or “tr but the y 
say they have got the ores there, the mining properties, and the fact 
that the big fe llows are in the field trying to buy them out indicates to 
me they must also agree that the ore is there. 

Mr. Burton. Are they established? 

Mr. Mutter. Yes. 

Mr. Kina. If they have tungsten or can produce tungsten and it is 
not being done, regardless of the reason, we are very much interested 
in it and we will make a note of it and take a look at it. 

Mr. Mutter. I will give you the exact location of the mine. 

Mr. Kina. That is fine. As I said, it is the Defense Materials 
Procurement Agency which handles that, but we can certainly do 
business with them. 

I mentioned aluminum and talked about how the new supply of 
aluminum could help many, many small business people in aluminum. 

All applications filed for increasing the production of steel ingots 
likewise have been processed. Practically all applications for expan- 
sions of blast furnace capacity have been processed or are being pro- 
cessed. Iron and steel applications which remain unprocessed relate 
principally to the rounding out of major programs already under way. 

These applications are being handled as rapidly as possible by the 
Iron and Steel Division of NPA and by our staff. The applications 
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relating to the steel ingot expansion program were filed by approxi- 
mately 120 companies, and companies of all sizes are participating 
in the program to the extent that they considered to be within thei 
capabilities or their willingness to expand. 

Because of the difficulty of identifying companies which could be 
characterized as small business, due to the wide variation in th: 
criteria which might be employed for this purpose, I am unable to 
give you what I would consider to be definitive figures showing iron 
and steel expansions proposed by large and small concerns. 

We, of course, have no control over the number or size of com- 
panies which may apply for necessity certificates. Further, the 
initiative lies with a company as to the type and extent of any 
expansion which it may be willing to undertake. 

As I said, we do not have a breakdown of that. We are getting it 
If | might digress for just one second, our lack of operating statistics 
has been one of our great administrative weaknesses in this program, 
and that was the result of having to deal with three other Government 
agencies. It is almost unbelievable that we could not get the operating 
statistics we need. In the last few months we insisted on them. It 
is difficult for us to do business without getting operating statistics, 
without knowing what we are doing more accurately and more quickly. 

As the result of our insistence, we will be able, in almost a few days, 
to give much more accurate statistics and current statistics on the 
breakdown of these cases. (Exhibits 16 and 17 in the appendix.) 

Mr. Daumas. Mr. Chairman? 

Mr. Burton. Mr. Dalmas. 

Mr. Damas. This committee, as you may recall, recommended 
that NPA be consolidated with DPA. I wonder if that would not 
facilitate your operation a great deal if that were done. 

Mr. Kine. In our business we are completely consolidated. We 
were completely consolidated last December. 

Mr. Dautmas. Except on paper. 

Mr. Kina. In our particular Office of Resources Expansion we have 
even done it on paper. We have eliminated two whole set-ups be- 
tween us and the industry divisions. When [ came into DPA, M: 
Fleischmann immediately assigned to me all the functions having to 
do with this program. no matter whether they were in NPA or DPA 

I looked into it, and Mr. Woodside and 1 both—Mr. Woodside did 
most of the work on it—we pushed along and we eliminated the plan- 
ning and review staff of the Department of Commerce which handled 
these cases, we eliminated the NPA Tax Amortization Division which 
handled these cases, and we made arrangements to handle the cases 
directly from our office to the industry divisions and delegated agen- 
cies. They are the experts that study them, they make the recom- 
mendations and we make the decisions. It is as simple as that, and 
there is not any longer the necessity, which formerly existed, for 
businessmen or for other people to come to Washington about their 
cases and to be sent from one place to another, to talk to one man or 
another and to end up having assurances that their cases were fine, 
that there was a shortage in this thing and they could get action next 
week, and that the people they saw approved it, and then finding out 
that they did not get action. 

The reason they did not get action was that in many instances they 
had talked to people who did not have the power to make a decision, 
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There were people in the set-up who were trying to help, energetically 
and patriotically, but who did not have the authority and the say-so. 

The office under Mr. Fleischmann, which Mr. Woodside was operat- 
ing, was doing the job, and we therefore eliminated what I regarded 
as all this extraneous, this jungle of bureaucracy, between the man 
who made the decision and the experts whom he wanted to consult. 
That we did, as I say, in December, and I do believe you will find 
now that we have a great deal less of that kind of ordeal. 

Mr. Seevy-Brown. In addition to the other savings, you have the 
savings in manpower resulting from that consolidation. 

Mr. King. We use fewer people than we did. We do not have the 
savings that one would expect, at least that I would like to have, 
because we had a backlog of many thousands of cases and that backlog 
has now been reduced. 

As I said, we have handled 65 percent of the cases, and I believe we 
will have the backlog wiped out, or we will just have a current backlog, 
during the next 60 or 90 days. 

Mr. Seety-Brown. When that is done there should be an ap- 
preciable saving? 

Mr. Kina. Yes. 

The first thing to do, as I see it, is to do the job better, to do it more 
understandingly, more systematically and thorough]y. What has 
been done by people like Mr. Woodside—the reason | praise him so 
much is because I know the job he did. He was like a man standing 
with both hands in the dike, with water pouring over him. He and his 
associates had thousands of applications pouring over them, and 
thousands of businessmen and others asking, what about this case, 
what about that case. The miracle is that they did such a fine job, 
and I think it is one of the finest jobs I have seen in Government. 

To continue my statement, I believe that the fact that almost 120 
companies of all sizes in the iron and steel industry have applied for and 
received necessity certificates indicates that participation in the iron 
and steel expansion program has been industry-wide. 

All applications for the expansion of copper mining, smelting, and 
refining, so far recommended to us by the delegate agency, the Defense 
Materials Procurement Agency, have been processed by our office. 

As you know, there are only a small number of copper producers in 
this country. Accordingly, relatively few applications have been 
filed. The applications already processed relate to expansions which 
are expected to increase the supply of domestic copper by 167,500 
tons by 1956. (Exhibit 18 in the Appendix.) 

As you gentlemen know, I am sure, the copper situation is one of 
those in which the end of the shortage is not in sight. We can get 
more copper but not enough more, like you can in aluminum and steel. 

I now leave temporarily the tax amortization program and take 
up the loan part of our functions. 

As mentioned earlier, the Office of Resources Expansion also 
administers the direct loan program under section 302 of the Defense 
Production Act. Under the original Executive orders, the Recon- 
struction Finance Corporation acted as the fiscal agent for the defense 
agencies in making investigations and recommendations concerning 
loans, in disbursing those loans certified by the Defense Production 
Administration, and in servicing such loans. 
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The delegate avencies and the Office of Resources Expansion were 
responsible for the determination as to whether a loan should be 
made and for the terms and conditions of such loans. 

Last August, under part III of Executive Order 10281, the Recon- 
struction Finance Corporation was authorized and directed to make 
loans under section 302 of the Defense Production Act upon certificates 
of essentiality issued by the Secretary of Agriculture with respect 
to food and food facilities, and by the Defense Production Admini- 
stration with respect to all other materials and facilities. 

In October, pursuant to understandings reached with the Defense 
Materials Procurement Agency, and the Office of Defense Mobiliza- 
tion, the Defense Production Administrator delegated to the Defense 
Materials Procurement Agency his authority to issue certificates 
of essentiality in regard to loan applications filed for the production 
of those materials, the procurement of which is the responsibility of 
the Defense Materials Procurement Agency. 

In general, this field is restricted to basic metals and minerals, 
and that includes, Mr. Multer, the tungsten, cobalt, nickel, and such 
things. At the same time the Defense Production Administrator 
delegated to the Export-Import Bank his authority to issue certificates 
of essentiality in regard to loan applications filed for the production 
of those materials, the procurement of which is the responsibility of the 
Defense Materials Procurement Agency, but which are to be produced 
in 9 foreign country. 

Upon the issuance of this order, therefore, it became the responsi- 
bility of the Defense Production Administration, with the assistance 
of the various industry divisions and delegate agencies, to make re- 
ports and recommendations concerning loan applications, limited to 
a determination of essentiality of the proposed expansion in relation 
to programed requirements; in other words, within a program, and 
a goal. 

Executive Order 10281, delegated to the Reconstruction Finance 
Corporation all responsibility for the financial aspects of loans. Ac- 
cordingly, since August of last year, the functions of this office with 
respect to loan applications have been very similar to our functions 
under section 124—A, that is under the tax amortization program. 

We are concerned principally with questions of shortages, produc- 
tion, and capacity, whether additional capacity is required in order 
to meet expansion goals determined to be necessary and whether the 
expansions applied for are sufficiently important to justify the em- 
ployment of section 302 funds. 

Incidentally, we do not try to say when we certify essentiality, or 
fail to do it, that this is not important or this is something that the 
Government should not participate in, or anything else but that within 
our criteria and under the laws and regulations and Executive orders, 
this doesn’t fit a program sufficiently and appropriately enough to 
cause us to certify that we should use Defense Production Act funds for 
the purpose. It does not preclude people from getting RFC funds 

Mr. See.ty-Brown. You have no authority whatsoever in regard 
to the expansion if the program is outside of the United States for 
the development of the sources? 

Mr. Kine. We do not in the DPA itself, not in our particular 
office, but as I show a little later, there is a system for that. 
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The Defense Production Administrator calls upon the Defense 
Materials Procurement Agency to get up a program for the expan- 
sion of tungsten, for example, and DMPA says, “‘Here is what we 
can get and here is how, and here is what it will cost.”’ If we want 
them to go ahead, we approve the program and grant the authority 
to borrow the money. They then go ahead with it, they handle it, 
but we maintain control over it. We can say, “We don’t need any 
more tungsten and therefore we will not approve the program for 
tungsten.”’ 

Mr. Mutter. What happens if you certify that it is necessary and 
the RFC says, “We will not loan in this particular instance’’? 

Mr. Kino. We can reiterate its essentiality and if they fail to 
crant the loan, we can go to Mr. Wilson. 

Mr. Seety-Brown. How about the Export-Import Bank? 

Mr. Kine. The same agreement holds there. What would happen 
would be what would happen in any group of supposedly intelligent 
and surely patriotic gentlemen. We would get together and we 
would say, ‘‘Why won’t you lend on this?’”” They would say, ‘‘We 
don’t think this is a good risk.”’ We might say, “It is too bad about 
the risk but this is vital. We need it for this or the other program. 
And, nevertheless, we would like you to go ahead.” 

I don’t think we have run into any of those yet under this arrange- 
ment. At least, if we have, it has not been important enough to 
cause trouble. It is inconceivable that we could not pick up the 
phone and call Mr. Wilson and that Mr. Wilson could not settle it. 
[| think it is a perfectly workable system. 

Mr. Seety-Brown. Could I ask another question in connection 
with that, sir? 

Mr. Kina. Yes. 

Mr. Seery-Brown. Certainly, we have a very critical copper situ- 
ation facing the country. You certified to that. You certify that it 
is perfectly proper in your opinion to have the United States Govern- 
ment, through one of its agencies, go out in the world market and de- 
velop copper resources in other parts of the world. 

What assurance do you have that the copper which is going to be 
developed is then going to be made available to us to relieve our situ- 
ation? 

Mr. Kring. You are speaking of what we call the IMC, I imagine. 

Mr. Seety-Brown. Yes. 

Mr. Krna. In the first place, I have nothing to do with IMC. I 
know about it only as a citizen who reads the papers, or maybe just a 
little more than that. I do not have the responsibility for that. I 
hesitate, as a Government official, to try to get into that and try to 
mislead you into thinking I know something about it. 

Mr. Seety-Brown. I am lacking in information and that is why I 
asked the question. 

Mr. Kina. I realize that. I do not want to dodge your question, 
I just want to disqualify the witness. 

Mr. Mutter. Let me give you this bit of information at this point. 
At least, with reference to South America, this is what is being done: 
They are opening up high-cost mines in certain cases involving strate- 
ric materials, and as a condition of making the loans through the 
Export-Import Bank at the same time a contract will be negotiated 
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simultaneously with whatever the purchasing agency may be, for 
purchasing for the Government on a long-term basis so that we wil! 
get the product of that mine. 

Whether it is a high-cost or low-cost mine, the same procedure is 
used. As a condition of the loan being made, a purchase contract is 
being made so we do get the materials. The different departments 
cooperate in making the contracts. 

Mr. Kine. Yes. I could touch on that. 

Mr. Burton. In Yugoslavia, as an example, we are getting 80 per- 
cent of the product of the mines in lead and zinc as a condition of our 
loan. 

Mr. Kine. As to allocations, and IMC, it is my understanding that 
we get copper under these contracts, the fact that we have gotten the 
copper enters into the considerations of the IMC, with all the nations 
working together, and then we get our share of the total availabl: 
supply. 

As I say, I would rather not go into that. 

Mr. Seety-Brown. You have no responsibility in determining as 
to what is our share? 

Mr. Kine. No, sir. 

We are responsible for helping to get more in our country, and 
expand the supply abroad, too, after it has been determined that we 
need more, or we need so much of this at such-and-such a time. 

When we get the go sign from Mr. Trigg’s office, we then use our 
incentives in trying to promote the expansion of that product. 

Mr. Seety-Brown. Who would determine our share? 

Mr. Kina. Well, as far as the Government of the United States is 
concerned, it is done by DPA under Mr. Wilson’s supervision and with 
the cooperation of the State Department and other Government 
agencies such as the Interior Department and many others sitting in. 

Mr. Mutter. Does the United States participate in many of those 
items? 

Mr. Kina. Yes, but I haven’t gotten into that. It is something 
that I will get into it, but not in connection with this job. 

Mr. Burron. On these questions that are coming, your statements 
are very pertinent. 

Mr. Kina. I should probably not answer them so fully. 

Mr. Burron. They are interesting for the record. We wish to 
ascertain the facts. 

Mr. Kina. That is fine. I will go right ahead then. 

As of the end of February, 132 loans had been certified by the 
Defense Production Administration for a total of $173,878,000. Of 
these, 19 loan applications for $8,822,000 are awaiting final action by 
the Reconstruction Finance Corporation. 

Eight loans have been made to companies in the steel industry for 
a total of $39,159,000 of section 302 funds. In two of these latter 
cases the Reconstruction Finance Corporation participated under its 
regular lending authority to the extent of an additional $53,556,000. 
One loan was made for increasing copper production involving 
$57,185,000 of section 302 funds. (Hxaibits 19 and 20 in the appendix. 

I mention the RFC participation there to call your attention to the 
fact that just because a person cannot get a section 302 loan from 
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DPA, it does not mean he cannot go to RFC and get the money from 
them. 

No loans have been made to any aluminum producers under section 
302. 

In my opinion, all of the section 302 loans certified by the Defense 
Production Administration, with the possible exception of the $57 
million loan to the Copper Range Co. for the expansion of copper 
production which was certified by the Defense Production Adminis- 
tration prior to the delegation of authority referred to above, can be 
regarded as loans to small-business enterprises. As I said, I will have 
the statistics later to analyze these things better, but, in general, the 
loans do go to the smaller companies in the industries. As Mr. 
Dalmas and others have pointed out, I imagine that is one reason, in 
fact I know that is one reason, that the Congress has passed the 
Defense Production Act. 

There are pending with the Defense Production Administration 
137 applications for loans involving $475,546,000. These cases are 
under active consideration by the various industry divisions of the 
National Production Authority and the delegate agencies, and will 
be processed by the Office of Resources Expansion as rapidly as 
reports and recommendations are received. 

Under existing procedures, all loan applications are filed with the 
Reconstruction Finance Corporation, which, in turn, refers those 
applications to the Defense Production Administration in which the 
production is under our jurisdiction and where an expression of our 
views as to the essentiality is considered necessary. At the time a 
loan application is filed it is not known whether a loan, if made, may 
involve funds under section 302 of the Defense Production Act or 
funds of the Reconstruction Finance Corporation under section 4—-A 
of the Reconstruction Finance Corporation Act. Accordingly, loan 
applications may be referred to us which may not relate to section 302 
of the Defense Production Act. 

The functions of the Office of Resources Expansion in the procure- 
ment activities under section 303 of the Defense Production Act are 
limited to the fiscal aspects of such operation. 

(Exhibit 21 in the appendix.) 

The overwhelming proportion of programs under such authority 
deals with the expansion of production of materials for which the 
Defense Materials Procurement Agency is responsible. However, 
there are notable exceptions, such as the machine tool program, which 
was sponsored by the National Production Authority. 

The general procedure by the Defense Materials Procurement 
Agency and the Defense Production Administration is as follows: 
The Defense Production Administrator through the Office of Pro- 
gram and Requirements, Mr. Trigg’s office, by letter, requests the 
Administrator of Defense Materials Procurement Agency—that is 
Mr. Jess Larson—to develop a resources expansion program, stating 
a firm quantity of the material required and the time within which 
such requirements should be attained. 

On the basis of such request, the Defense Materials Procurement 
Agency develops a program or the portion of a program which will 
be contracted for during the current and next fiscal year. The pro- 
gram states the total additional production needed and its financial 
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requirements, indicating separately the amount already certified, the 
portion to be contracted for in this fiscal year, and the amount 
scheduled for the next fiscal year. A statement is also made as to 
the types of financial assistance that will be required, such as tax 
amortization, loans, procurement contracts, and so forth. 

Upon approval of any particular program, the Defense Production 
Administrator certifies it to the Defense Materials Procurement 
Agency and authorizes the borrowing authority under section 304 
of the act. 

The Office of Resources Expansion prepares the certificate and 
keeps appropriate financial records of all borrowings authorized 
under section 304. Periodic statements are also prepared as to the 
status of the total borrowing authority authorized by and pursuant 
to section 304. Our office also prepares for budgetary purposes, 
forecasts of borrowing authority which will be required by program 
proposed by the several delegate agencies. 

I have already referred to the difficulty of identifying applications 
filed by companies which might be regarded within their respective 
fields as small-business concerns. 

The Office of Small Business of the National Production Authority 
has for some time been scrutinizing incoming applications for this 
purpose. They have not been able to make a complete review of a 
cases filed. We are not, therefore, in a position to supply the commit- 
tee with an analysis of applications filed by and certificates issued to 
all small-business concerns. Such a study is now in progress and w 
hope that in the near future fairly comprehensive statistics on this 
subject can be available. 

Mention has already been made of the fact that approximately 
80 percent of the dollar cost of expansions were concentrated in seven 
major fields, all of which involved heavy industry. 

These expansions represent approximately 40 percent of all cer- 
tificates issued to date. In other words, 60 percent of the certificates 
so far issued ha’ ec related to the remaining 20 percent of the dolla: 
cost of expansions so far certified. Although individual applicants 
in many instances have filed multiple applications, the above figures 
nevertheless may be regarded as a rough index of the extent to which 
expansions have been certified in areas other than the seven first 
mentioned. 

Since it may be presumed that in general the opportunities for small- 
business concerns are rather limited in these categories, I think a fair 
conclusion would be that a large part of the remaining 20 percent o! 
the dollar certified represent expansions by the light industries in 
which the opportunity of small-business participation is much greate! 
Further, the number of certificates issued may be considered an in- 
dication of a very substantial participation by smaller business 
concerns. 

In certain fields, expansions have been certified almost exclusivel\ 
to small-business concerns; for example, applications relating to tli 
expansion of production of steel scrap, machine tools, and a wi 
range of activities involving subcontracting on Government contracts 
have all reflected expansions by smaller business concerns. 

Recently, the Office of Small Business of the National Production 
Authority reviewed 1,400 applications which have been recommended 
to the Office of Resources Expansion by the delegate agencies and 
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industry divisions and which were pending with us around the first 
of the year. This review disclosed that between 900 and 1,000 of these 
1,400 recommendations related to small-business enterprises. A 
check of these cases during the last week of February disclosed that 
all but 16 of the recommendations identified as small business had 
been processed to final action since the first of the year. 

I would like to add that a study has been completed, a day or so ago, 
of 7,011 cases as to which certificates had been issued through Mare h 
l, 1952. Of these c ases, 5,026 were classified according to the number 
of employees. E mployment data for the remaining 1,984 cases had 
not been secured at the time the tabulations were begun. This study 
shows that approximately 48 percent of these certificates had been 
issued to firms having less than 500 employees. The proposed expan- 
sions of these firms were estimated to cost approximately 11 percent 
of the total dollar cost. 

We have been cognizant of the mandate of section 701 of the 
Defense Production Act throughout the administration of the pro- 
cram. We have also recognized the importance of the views of the 
Joint Committee on Defense Production concerning this matter as 
reflected on page 13 of its report published in October of last year. 
It is with these things in mind that a number of procedures designed 
to facilitate the disposition of applications filed by small-business 
enterprises were initiated as follows: 

1. Pursuant to arrangements with the Office of Small Business in 
the National Production Authority, personnel of that office examine 
all incoming cases for the purpose of securing a determination from 
Social Security Administration, Federal Security Agency, as to those 
cases which should be identified as ‘‘small business.”’ 

Upon receipt of this information, advice is immediately forwarded 
to the respective industry division to which the application has been 
referred, so it may be informed as to which companies fall in the 

“small business” category. 

2. As rapidly as possible this determination is being made with 
respect to cases already filed and which have not yet been acted upon; 
in other words, the so-called backlog. 

The industry divisions and delegate agencies are required by the 
regulations and the instructions issued by this office to insure fair 
participation by small-business concerns in expansion programs 
within established requirements. 

In situations where applications for expansions equal or exceed 
estimated requirements, our practice pursuant to the regulations and 
to the policy of the Defense Production Act provides that the small 
applicants be favored in certifications. 

| might add that we are policing those regulations and instructions 
far more than we did before. We set up on March 1 a special 
division in our office to make sure that the industry divisions and 
delegate agencies comply with the regulations and_ instructions. 
| might add they give us great cooperation, but when you have 
visiting businessmen and visiting bureaucrats passing through the 
agency, by the time they find where the cafeteria is, they have to go 
home and we have to start over again. So we have to systematize 
our Ay hp of these things. 

As a general rule, applications filed by “small business’ concerns 
in many industries in which it is extremely difficult to make estimates 
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of requirements have been certified without awaiting formal determi- 
nation of expansion goals. 

For example, military subcontractors of many types, producers of 
machine tools, dies, jigs, and fixtures, and in the ferrous and nonferrous 
scrap industry and a number of miscellaneous fields, such as castings 
and forgings, where requirements are known to be large, companies 
are predominantly “small business,” and expansions have been 
certified without awaiting formulation of definitive programs. 

I might add that Telford Taylor and the SDPA people have urged 
that we make provision for so-called set-asides in our programs for 
small business. That is a good idea. We had not only thought about 
it but had considered it and examined it, trying to figure out how to 
do it. We sat down with Telford Taylor’s people and discussed with 
them that proposal, as well as some others they have made, and the 
program division I just referred to has been charged with working it 
out. lt is very actively and sincerely trying to figure out a way to 
set aside a certain portion of every defense expansion program for 
small business. Involved in the problem is how do you give them 
notice of what is needed, how long do you wait for their response, 
and so on. 

Those are administrative matters which we have to pin down and 
work out. The idea is to allocate in every program a portion of the 
expansion program to small business. It can be done in well-defined 
programs, but in the case of foggy and fuzzy programs, in which we 
have many companies, I don’t know but what you would just strangle 
an applicant while he was waiting for you to put him into a neat 
program. 

Mr. See.y-Brown. Are there many applications for expansion 
which exceed the estimated requirements? 

Mr. Kine. Not very many, but they are the ones that cause the 
worst trouble, because, after all, you have got to discriminate. As 
to that I can quickly illustrate. 

We had a program in which the industry division and the Depart- 
ment of Agriculture were very much in disagreement as to how much 
expansion of nitrogen you should have. Each side felt very strongly 
that they were right. 

To make a long story short, after 6 months we have hammered out 
a program—by ‘we’ I mean the agencies concerned—and we set 
up a goal which is far beyond what the industry division thinks we 
should do, and is short of what the Agriculture Department thinks 
we ought to have. The problem for us was how to fit in the applica- 
tions. We had 23 applications and we could take only 9 or 10 of 
them. So I asked the head of the Program Division to meet with 
the head of the Industry Division, and they sat down with the 
Agriculture Department, and the three of them set up a chart. They 
allocated every applicant points on the basis of their qualifications, 
including points for small business. They worked up a series of 
criteria and they scored it almost like they scored the Olympic Games 
They came out with 10 selected companies, and, incidentally, on the 
top of the list was a cooperative in the West which is supposed to 
have 400,000 farm members. They had demanded Mr. Fleisch- 
mann’s and my removal because we would not immediately grant 
them a loan. We pointed out our policy and we suggested that they 
withdraw their loan application and come in with an application for 
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a tax certificate. They raised the money and they came in, and they 
headed the list and got the tax certificate. 

At the other end of the list of 10 there was a choice to be made 
between two applicants. The Agriculture Department favored one, 
a small business, and the Industry Division favored a company that 
we might call a larger business, and we arbitrarily decided on the 
smaller company. We do that whenever things are approximately 
equal. Whenever we can make that kind of decision we will choose— 
and I can assure you of that—we will choose the smaller company. 

In that connection, it is argued that some of our industry divisions— 
not ours but the NPA—are naturally dominated by the views of big 
business. Mr. Fleischmann says, “How are you going to get the 
people to come down and help, who know the business, unless you 
get people who can afford in come down?” 

In many cases you do get big business, of course. The small 
company can’t usually afford to send down one of its best men and 
keep him down here for so many months, while he participates in the 
defense program. 

But whenever we can, we do get men from small business. I can 
give you names. 

Mr. See.y-Brown. That means, sir, that the fertilizer situation 
has eased somewhat? 

Mr. Kina. I would like to hope that, if it hasn’t, it will ease a good 
deal. 

Mr. Sexty-Brown. In other words, you can anticipate we are 
not going to get all we want, but by the same token we can get more 
for our farms than we earlier had anticipated. 

Mr. Kine. I think we will get a great deal more than we ever did 
before, that is this particular type of fertilizer. 

Mr. Senty-Brown. Can you tell us which type? 

Mr. Kina. Nitrogen. 

Mr. Sex.y-Brown. In which form? 

Mr. Kina. I am sorry, that is a field that I don’t know anything 
about. We have a release on it. 

Mr. Woopsipn. Nitrates. 

Mr. Datmas. I would like to ask one question, if I may. 

Mr. Burron. Mr. Dalmas. 

Mr. Damas. In the determination of the expansion of the nitrogen 
program, Mr. King, were there any loans involved? 

Mr. Kine. None whatever. 

Mr. Damas. It was self-financed? 

Mr. Kina. Yes. That is one of the points on which we had a lot 
of argument, as you know—not you and I. Involved in this nitrogen 
program were the applications of a number of companies which wanted 
to build new plants, and they wanted to do it with Government funds. 

One was a company that I suppose in a hearing like this ] ought not 
to go into by name, but at least I will try to give you the high points. 
Some people wanted to start this plant, and some people up on the 
Hill thought it was a very good idea, and we thought it was a good 
idea, but we could not see any point in granting $15 million worth of 
the Government’s money for a project like that at this time when we 
could get the same material by private financing. 

It was argued, ‘‘Well, what you are going to do, of course, is turn 
to the big fellows who can finance this thing privately.”’ 
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Well, I don’t think we have done that. We have set up our list, it 
is public, and I believe vou will find that list is distributed geograph- 
ically to all business. It has met the criteria which I believe the 
Congress wants. (Exhibit 22 in the appendix.) 

As to loans of that kind I sometimes take refuge in the assertion 
that I don’t believe the fellow who is trving to get it through our 
office can possibly get a bill through*Congress for it, or even through 
a committee. Why he should think he can have Government funds 
from us for that purpose, I do not understand. 

At any rate, Mr. Wilson, who is our boss, has decided that we do 
seek private or nondefense finacing first, that we try to get it from 
private capital. 

Mr. Burton. Preference is given to those who propose to finance 
it themselves? 

Mr. Kine. Who put up their own money. 

Mr. Burron. Before you accept a project involving Government 
funds? 

Mr. Kine. Yes, sir; that is the policy. 

Mr. Daumas. You apply it right across the board to all industries 

Mr. Kina. Yes. Including steel, about which we had another 
curious case. We goon the theory that while the Congress did include 
the loan provision and did include money for that purpose—and it is 
a very fine safeguard, you might say an emergency tool, if we were in 
a total war situation—if we can’t get what is needed because private 
industry will not come along or private capital will not come along, 
we will certainly use the loans, no question about it. But we make a 
reasonable effort to find out first whether private industry won’t come 
along and do this job itself. 

Mr. Burron. I think that is a very wise policy. 

Mr. Kine. We are doing it that way under the direction of Mr. 
Wilson. 

Now, as I said, in certain applications filed by small business, ex- 
pansions have been certified without awaiting formulation of definitive 
programs. ‘There we say, in effect, or Mr. Trigg’s office says in effect, 
‘We can’t pin down how much we want of these castings, and so on, 
but we know we will need a lot more of them, so go right ahead.’ 

6. Percentage certification in a wide range of lizht manufacturing 
cases, the bulk of which involve small business enterprises, follows a 
pattern which has favored the small producer. I won't try to go into 
that detail here. Mr. Woodside is an expert on percentage certifica- 
tion. It is a complicated business. You might give an example of 
that, Mr. Woodside. 

Mr. Woopsipe. There are many activities that do not fit a partic- 
ular industry classification. For example, the manufacturer of mili- 
tary items does not fit in an industry classification such as steel, 
petroleum, transportation, for example, and in the absence of a og 
tern that could be applied to an industry we think it should be 
pattern of percentages that can be applied to certain types of opera- 
tions. The way that works out is we weigh the percentages according 
to the type of facility involved in the cpennien | i little higher per- 
centage for machine tools and a little lower pendent for the building 
part of the expansion, or the building services part of the expansion 
Then that is weighted further, depending upon the size of the expan- 
sion. The net effect of it is that the smaller company comes out 
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with a weighted average percentage which is higher than the weighted 
average percentage for the larger company, on the general theory that 
the larger company being diversified, having a greater possibility of 
usefulness of these machines and facilities somewhere in their activities 
later on, are not assuming quite the same risk as the smaller companies. 

This method of working out the weighted average for the smaller 
and larger companies varies according to size. 

Mr. Burron. It is usual, then, to certify only a portion of an 
expansion program? 

Mr. Woopsipe. Yes. 

Mr. Burton. You do not generally give certificates for the entire 
amount? 

Mr. Woopsipg. Very rarely. Almost never have we given 100 
percent. 

Mr. Burton. You may proceed, Mr. King. 

Mr. Kine. Proceeding then with the statement: 

7. Percentage certification has favored the smaller producers also 
in that multiple applications filed by the same company are considered 
together in the processing of the cases and as a matter of policy we 
have tended toward a lower percentage certification for large diversi- 
fied companies rather than follow the procedures adopted for the 
smaller companies of weighing the percentages according to the types 
of facilities involved. 

8. In general, we have denied many smaller applications by large 
companies which appear to involve trivial amounts or investments 
of a character which, in view of the size and diversity of the company’s 
affairs, appear to involve no abnormal risk. In the case of the smaller 
companies, however, the policy has been to certify even the very small 
applications without too much attention being paid to criteria which 
might result in the exclusion of portions of applicatons filed by the 
larger companies. 

In certain areas we have issued certificates at a higher rate for 
certain types of facilities because of the small business characteristics 
of the applicants or the industry. For example, a few of the smaller 
steel companies have been given rates of amortization above the 
industry average; river and motor transportation cases have been 
given rates somewhat above the rates of the railroads. 

9. The bulk of certificates issued to date dollarwise have been in the 
heavy industries for the purpose of expanding the basic raw materials 
which are essential to the maintenance of a mobilization effort and a 
strong basic economy. ‘Those are the industries which require long 
lead time to bring into production, just as certain military items 
require long lead times. It is the increased production of these basic 
industries which will provide the raw materials for the operation of our 
economy and continuation in business of many small and large con- 
cerns as the demands of the military effort on raw materials are in- 
creased. Within these basic industries an effort has been made to 
insure that the smaller business enterprises at least maintain and in 
any instance improve their relative position. 

Small-business enterprises in many fields, particularly military 
subcontractors, foundries, machine shops, forge shops, and scrap- 
metal producers, involve shorter lead times and have felt the impact 
of the expansion program a little later than basic industries and mili- 
tary prime contractors. That is the point I tried to make earlier. 
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These facts explain why in many instances, as a consequence of our 
following a policy of attempting to deal with first things first, some of 
the smaller applications have not been processed as rapidly as the 
applicants and persons responsible for the participation of small 
business desire. 

We have chosen, and we prefer, and we have given more urgent 
attention to the big type of basic military program rather than to the 
fellow who came to see me the other day to expand facilities for making 
skins for skinless frankfurters. We set him aside, told him it would 
be quite a while before we could handle his application. 

Mr. Murer. You mean you don’t supply the armed serviccs 
with hot dogs? 

Mr. Kring. Yes. If we could be convinced that it would be of 
help to the armed services, we would. 

Mr. Mutrer. I am sure the armed services appreciate your not 
doing it. 

Mr. Kina. Yes, I am sure they would. That is one reason why 
we have such good relations. 

10. Procedures have been perfected for a much more rapid pro- 
cessing of small-business applications by eliminating a number of 
clerical administrative steps in the physical handling of the applica- 
tions by the certifying authority, and that refers to the reorganization 
I mentioned earlier. 

11. From time to time applicants present hardship situations, 
usually involving the need for early decision because of financial! 
arrangements, shortage of working capital, contractor’s dead lines, 
expiration of options, and condemnation proceedings. These situa- 
tions are presented most frequently by the smaller concern. As 
they are brought to our attention, we make every effort to expedite 
applications of such applicants in an effort to assist them to a resolu- 
tion of their problems. Recently, on the Ist of March, I set up a 
special inquiry section, with a lawyer and others who could sit right 
there and meet them as they come in the door and give them quick 
help in this sort of situation. We do make every effort as soon as we 
know about the case. 

In conclusion, I would like to point out that the major programs 
for increasing our capacity to produce the basic raw materials are 
well along. Substantial increases in steel production have already 
occurred. New capacity will continue to come into production during 
the remainder of this year and in 1953. 

During this period we will also reap the benefits of our tremendous 
aluminum expansion and an important part of the copper expansion 

Furthermore, as a result of close cooperation with the Armed 
Services and the Munitions Board, we have acted upon all major 
projects for military production which have been presented, and | 
believe no important military program has been delayed through any 
lack of such assistance from the Office of Resources Expansion. 

I believe I can say sincerely that the industry divisions, the Delegate 
Agencies and our own office in the Defense Production Administration 
have attempted to insure that smaller business concerns in eacli 
industry receive full and fair consideration, and I believe our efforts 
will be increasingly effective as the result of some of the steps we have 
taken, and the very real desire that exists throughout our office to hav« 
small business in our program. There isn’t a man in a top position 
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who is not fully aware of our keen interest in doing something special 
about the small-business cases. 

Thank you, sir. 

Mr. Burron. Thank you, Mr. King. 

Are there any further questions? 

Mr. Datmas. No further questions. 

Mr. Burton. You have covered the subject so completely that we 
have no additional questions. 

Mr. Kine. | am afraid I talked you to death. 

Mr. Burron. I notice you did say that arrangements had been made 
for expansion in copper production. To my knowledge, there is an 
acute shortage in copper. 

Mr. Kine. There is, yes. The arrangements for expanding copper 
production are carried on through the Defense Materials Procurement 
Agency, and they, with our approval, grant loans and make contracts 
to expand the production of copper. 

As I have said, we have granted some loans for that purpose. Just 
this week Mr. Fleischmann and I decided to go right ahead with a loan 
for a copper company which has been hanging around—not hanging 
around, but at least held up, I am told, for something like a year’ be- 
cause of various complications. 

I cannot give you statistically the picture on copper, because I am 
not close enough to it, but I can assure you that the Government, and 
DPA, are doing all we can in copper. We welcome any recommenda- 
tions or suggestions as to how to get more copper. 

I have heard Mr. Fleischmann say many times as far as he is con- 
cerned copper is unquestiopvably our toughest material shortage. 

As I understand it, the opportunity for expanding the copper in- 
dustry is very limited. All you can do is pick up a little here, a little 
there. There isn’t much additional copper available, and we are 
trying to improve what there is. If you want a more complete 
analysis of it I will be glad to get it for you. (Exhibit 23 in the 
appendix.) 

Mr. Burton. We would like to have it in the record. 

Mr. Srrty-Brown. By law we are limited as to the price paid for 
copper. How does that affect the copper situation, particularly as 
regards the amount available to us here in this country? 

Mr. Kina. I would not be honest with you if I did not say all 
economic history shows when you raise the price of something, you 
usually get more of it. But, on the other hand, the influence that 
might have on our own economy and our anti-inflationary program, 
might be far more expensive than the gain you get by it. For example, 
if you raise the price of copper that goes into brass mill products, the 
price may have to be raised for the brass mill products, and then you 
add to all the inflationary pressures. It is a case of “damned if you 
do and damned if you don’t.” 

[I am not sufficiently conversant with that problem to be a good 
witness. I have my own opinion as a citizen, but I don’t know 
enough about it to be of help to you. 

Mr. Burton. Thank you very much. 

Are there any further questions? 

Mr. Datmas. There are a few questions we would like to submit 
to the witness in writing, Mr. Chairman, in order to complete the 
record, 
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Mr. Burton. That will be agreeable with the committee. 

If there are no further questions, we will adjourn. . 

(Whereupon, at 11:50 a. m., the subcommittee adjourned unt 
10 a. m., March 20, 1952.) . 

(Supplemeatary information submitted is as follows.) 


DerensE PropuctTION ADMINISTRATION, 
Washington 25, April 1, 1952. 
Hon. CLareENcE G. Burron, 
Chairman, Subcommittee No. 8, 
Select Committee on Small Business, 
House of Representatives, Washington 26, D. C. 

Dear Mr. Burton: In my testimony of March 13 before Subcommittee No 
of the Select Committee on Small Business of the House of Representatives 
promised to submit additional information at a later date. (Exhibits 15 throug 
23 in the appendix.) I have also received a letter dated March 18 from Mr. Vic 
tor P. Dalmas, executive director of the Select Committee on Small Business 
requesting more definitive answers to questigns which were touched upon durin; 
your recent hearings. 

Answers to the questions asked by Mr. Dalmas in his letter of March 18 ar 
as follows: 

Question: The committee has heard some complaints that it has been very difficull 
for a small firm which has a certificate of necessity to obtain a Section 302 loan, and 


, 


vice versa. Are these two types of assistance considered to be mutually exclusive? 

Answer: The fact that an applicant, small or large, possesses or has applied 
for a certificate of necessity does not prejudice consideration of an application for 
a section 302 loan. The fact that an applicant has received or applied for a section 
302 loan does not prejudice consideration of his application for a certificate of 
necessity. However, as I brought out in my testimony, we do not certify th 
essentiality of a Section 302 low if it is determined that the expansion proposed 
in the loan application can be accomplished without defense financing. 

Question: What criteria does your office use in determining whether a proposed 
project is essential? 

Answer: The criteria for determining the necessity of a project for which a 
certificate of necessity is sought are contained in Section 2 of DPA Regulatio 
No. 1, as amended, a copy of which is submitted. (Exhibit 24 in the appendix 
The criteria for determining the essentiality of a loan applied for under sectior 
302 of the Defense Production Act are set forth in the enclosed statement. (Ex- 
hibit 25 in the Appendix.) No project is found to be essential without a dete: 
mination that there is an existing or prospective shortage of facilities for th: 
production of the material or service to be produced by the facility in questio: 
and that the material or service is necessary in the interest of national defens« 

Question: In considering applications for certificates of necessity, does your office 
take into account the availability of materials for the construction of the proposed 
project? 

Answer: Availability of materials is not one of the criteria by which applica 
tions for certificates of necessity are evaluated. In some instances, of cours« 
applications are filed, for financing reasons, many months before the materials 
are needed; in other instances, applicants take advantage of the provision of the 
law which permits them to apply for certificates within six months after the com- 
pletion of their expansions. 

Sincerely yours, 
J. F. Kina, Deputy Administrator. 








PROBLEMS OF SMALL BUSINESS UNDER THE 
CONTROLLED MATERIALS PLAN 


THURSDAY, MARCH 20, 1952 


House or REPRESENTATIVES, 
SuBCOMMITTEE No. 3 OF THE SELECT 
Commitrree To Conpuct a Strupy AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BusINEss, 
Washington, D. C. 

The subcommittee met pursuant to adjournment at 10 a. m., in 
room 1310, New House Office Building, Hon. Clarence G. Burton 
(chairman) presiding. 

Present: Representatives Burton (presiding), Joe L. Evins, Abra- 
ham J. Multer, William S. Hill, Horace Seely-Brown, Jr., and Thomas 
B. Curtis. 

Also present: Victor P. Dalmas, executive director, and Arthur F. 
Lucas, of the committee staff. 

Mr. Burton. We will call the meeting to order. 

During our current series of hearings on the Controlled Materials 
Plan we have heard officials from various agencies concerned with 
the production and distribution of controlled materials. We have 
given special attention to the current status of CMP and the availa- 
bility of controlled materials to small business. 

This morning we are pleased to have as witnesses Mr. Manly 
Fleischmann, Administrator of the Defense Production Administra- 
tion, and Mr. Henry Fowler, Administrator of the National Produc- 
tion Authority. 

Gentlemen, we will be interested in hearing your comments on the 
current status of CMP policies and procedures, particularly as they 
affect small business. We will also be glad to hear your views con- 
cerning the committee’s recommendations contained in the preliminary 
report on the Controlled Materials Plan which was issued last fall. 

Our first witness will be Mr. Fleischmann. 

Mr. Fleischmann? 


STATEMENT OF HON. MANLY FLEISCHMANN, ADMINISTRATOR, 
DEFENSE PRODUCTION ADMINISTRATION, ACCOMPANIED BY 
GEORGE A. STEINER, DIRECTOR; REQUIREMENTS COMMITTEE 
STAFF, DEFENSE PRODUCTION ADMINISTRATION 


Mr. FLeIscHMann. I was going to suggest that I present this brief 
statement which I have and then, if it is agreeable to the committee, 
Mr. Fowler will do the same; and then that we take all the questions 
between us as some will fall in his jurisdiction and some in mine. As 
we have been in this thing together, we can do that very conveniently, 
and I think it will be of assistance to the committee. 
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Mr. Burron. We will be very glad to follow that procedure. 

Mr. FLeiscHMann. I might say that if any part of the statement 
is not clear, of course I would be happy to answer questions in that 
regard as I go along. 

Mr. Chairman, the members of this committee have manifested a 
keen and continuing interest in the mobilization program and in the 
welfare of small business as it is affected by that program. Accord- 
ingly, I welcome this opportunity to testify before you today. The 
present situation as to the needs for critical materials, and the supply 
of those materials, should be clearly understood by those who bear the 
responsibility for the defense program both in the Congress and in the 
executive branch of the Government. 

I know that all of you have heard reports of a lessening in the de- 
mand for critical materials. I shall attempt to describe that situation 
and to explain it. I believe you will also wish to hear my views as to 
what we may expect in the future. 

It is a fact that within certain areas there is a noticeable softening 
in forward mill schedules. One of the principal reasons for this, I am 
happy to report to the committee, is that the Controlled Materials 
Plan is now beginning to work reasonably well. In the vast majority 
of cases a person who has an allotment is able to get his metal in the 
quarter for which the ticket is issued. 

When officials of the Defense Production Administration and the 
National Production Authority appeared before this committee last 
autumn you made it plain to us that you expected this result from us. 
My own estimate is that the system is now enjoying the same measure 
of success as it did in the Second World War. If you will recall the 
situation which prevailed last fall, when CMP was just getting under 
way and there was doubt as to its effectiveness, persons holding tickets 
for scarce materials attempted to cash them to the limit at the nearest 
mill with all possible speed, demanding the earliest possible delivery. 

Now, with the plan operating reasonably well, and with the holder 
of a ticket assured that it will be cood at any time during the quarter, 
he surveys his actual needs cautiously and places his orders in his own 
good time. 

A second factor is that the American people have manifested good 
sense, and inflationary pressures have not yet developed as some 
anticipated. The people have declined to buy regardless of price and 
squander their savings. 

So it has come about that manufacturers, seeing that goods are no! 
moving very fast, have reduced the rate of material procurement and 
they are buying what they need to buy late rather than early. 

In certain areas, the operation of the mobilization program has 
brought about some increase in supply. For example, one hears much 
about the availability of sheet steel. Now the automobile industry 
is the biggest user of sheet metal in civilian construction. When 
automobile manufacturers cannot get all the copper and aluminum 
they need for maximum production, they are unable to use the quanti- 
ties of steel which they would use if the copper and aluminum were 
available. 

The perfectly natural effect of the greater availability of critical 
materials has been a call for the removal of controls. I say it is natural 
because I want controls to be removed at the earliest possible moment 
when this may be safely done, and the men who staff DPA and NPA 
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have demonstrated their belief in relaxing controls as soon as such 
action becomes possible. 

The basic fact which confronts us is that the military and atomic- 
energy programs in the next quarter will require over 20 percent of 
our total steel supply, about 40 percent of our copper supply, and over 
50 percent of our aluminum supply—notwithstanding that the imme- 
diate military demand has been cut somewhat and the time period 
lengthened. 

I estimate that the fulfillment of our defense goals will compel us to 
devote very large amounts of these materials for military purposes 
for at least the next 18 months. Mindful of our object of producing 
the maximum output of weapons and military materials when we need 
them, the Government, for the sake of the mobilization program alone, 
cannot be relieved from apportioning the supply of materials to 
assure the diversion of needed metals to the military. 

When civilian production has available to it only 60 percent of the 
supply of copper and 50 percent of the supply of aluminum, it is plain 
to me that controls must remain in force to insure a fair and equitable 
distribution among civilian users. 

I think that the members of this committee are fully aware of who 
suffers when supplies are inadequate and distribution is not controlled 
by the Government. It is not surprising that suppliers tend to 
favor the big user and that when a choice is to be made among cus- 
tomers, the small businesses suffer. 

Throughout the whole area of small business grave harm would 
follow premature removal of controls. Quite apart from the fact that 
small manufacturers would be unable to obtain scarce materials, the 
wholesalers and retailers would be adversely affected in obtaining 
the commodities which they normally supply to the small businesses. 

In considering the position of small business if controls are removed, 
we must be mindful that CMP is an affirmative system. It is direct 
in its action to push material out to every nook and corner of the 
productive svstem. It is not a hunting license, it is not primarily a 
permission to use; it is rather a positive measure for distributing the 
materials, after the defense program has been met, to every producer 
of every kind of item in the country, so as to maintain as strong a 
civilian economy as is possible within the framework of the defense 
requirements. To withdraw that suddenly would leave those manu- 
facturers who have benefited from that positive action suddenly im- 
mobilized and deprived of a source of supply. When controls are 
removed, there should be advance notice to give small manufacturers 
time and opportunity to reestablish their supply lines, to develop 
their substitutions or to depart from substitutions and go back to the 
basic materials they had used in the first instance, 

We regard the whole question of relaxation of controls, or removal 
of controls, as being extremely difficult. I have sought to impress 
upon my associates that they must be constantly mindful of the fact 
that when an item is removed from control full consideration must 
be given to the effect that that action will have on commodities still 
in scarce supply. It is my view that piecemeal removal of controls, 
shape by shape, would lead to widespread confusion as to what areas 
are still under control. 

I wish to emphasize that, notwithstanding all of the discussions 
about relaxation of controls, the time when we can take such actions 
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in aluminum and copper is still distant. The military take in alun 
inum contines to be high and will reach its peak late this year and earl) 
net year. It is possible that in 1953, with the greatly increased pr: 
duction coming in, we may be able to ease controls in aluminum. 

As to copper, the military demands will continue to be high for th 
balance of this year and we shall not benefit from any greatly increase: 
supply. 

If | were to summarize the situation today, I would say that w 
are meeting our objective of providing the military with the metals 
they need, and I may say all the metals they need. We are doi: 
this without always being able to realize the maximum productio 
of every item of metal which the United States produces. 

The civilian economy is in a bealthy condition. Although there 
localized unemployment as in Detroit and Providence, the nation 
employment rate is very high. The Controlled Materials Plan 
working well, and generally businesses are able to get the materia 
alloted to them. 

This committee, in its proper concern for the interests of sma 
business, has been prompt to correct DPA and NPA when it detect: 
weaknesses of policy or administration. For the protection of a 
business, particularly small business, I urge that this committee sus 
tain those policies designed to carry out the aims of the mobilizatio 
program and insure a fair distribution of the remaining supply 
civilian users. 

Mr. Burron. Thank you, Mr. Fleischmann. Following the poli: 
you have recommended, we will ask Mr. Fowler to testify. 


STATEMENT OF HON. HENRY H. FOWLER, ADMINISTRATOR, NA- 
TIONAL PRODUCTION AUTHORITY; ACCOMPANIED BY JAMES 
L. KELLY, ASSISTANT ADMINISTRATOR FOR SMALL BUSINESS, 
NATIONAL PRODUCTION AUTHORITY 


Mr. Fow.er. This being my first appearance before this commit- 
tee, Congressman Burton, I would like to say that I am entirely 
accord, naturally, with the policies of the act for the continued we! 
being of small businesses because of their vital importance to ow 
national security and essentiality to the preservation of free, com 
petitive enterprise in this country. 

Since becoming Deputy Administrator of NPA in September 195 
and Administrator in January of this year it has been my observa 
tion that one of the basic objectives of the National Production A 
thority is to make available to small plants an equitable share o! 
scarce materials, and one of our most active concerns is to relie\ 
small firms from any exceptional hardship resulting from the oper: 
tion of the allocation controls. And I want to say that in tli 
achievement of this objective, the constructive comments and sugges 
tions of this committee, both in the preliminary report and th 
annual report, have been of substantial assistance. 

After the annual report was available, I asked the members of tl: 
staff to make a complete analysis of the recommendations and what 
action had been taken to fill in the gaps and take care of the various 
points that had been specified by the committee, and on March 4 | 
sent to members of the committee an analysis of the efforts the NPA 
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had made to take action on the constructive comments and suggestions 
that the committee provided. (See letter on p. 752.) 

I welcome this opportunity to develop further for you the steps 
that the National Production Authority has taken to meet the special 
problems of small business under the Controlled Materials Plan. I 
know that one of the first concerns of this committee, and one of our 
earlier concerns last fall, was the ability of the small manufacturer to 
turn his allotment into actual order acceptances—in other words, to 
have his tickets honored. 

Our operations do not reflect any real difficulty on the part of small 
manufacturers in converting their CMP allotments for copper and 
aluminum into accepted orders. However, the inability of many 
manufacturers, particularly small manufacturers, to turn their CMP 
tickets into steel in the early days of CMP operations was a matter 
of grave concern to NPA, and I believe effective measures were taken 
to remedy that situation. I am happy to report that with greater 
experience under CMP, improved and tighter procedures for deter- 
mining requirements and estimating supply, which was emphasized 
by the committee in its report, it is fair to say that a CMP ticket ts 
now a certified check for substantially all forms of steel, 

This is evidenced by the fact that all requests received by NPA for 
special assistance in placing steel orders for the first quarter of 1952 
covered a total tonnage of less than 1 percent of the total amount of 
steel against which allotments were issued for the first quarter. On 
the basis of requests received to date for special assistance in placing 
orders for,the second quarter of 1952, it appears that the need for 
such assistance is even less than it was in the first quarter. 

| would like to interpolate that of course the softening in the demand 
that Mr. Fleischmann referred to has undoubtedly been a contributing 
factor, but in the first quarter when the situation was tight we had 
a much fairer opportunity to appraise the work of CMP and we found 
at that time, when the situation was tight, that the small manufac- 
turers were able to place their tickets. 

In order to provide maximum assurance for the placing and accept- 
ance of authorized controlled materials orders, NPA inaugurated and 
announced to the public in December 1951 a comprehensive and con- 
crete program for providing special assistance in placing orders. 
Under this program particular responsibility has been placed on the 
lron and Steel, Copper, and Aluminum Divisions to provide assista..ce 
in the placing of these orders. 

One of the most important responsibilities of the Office of Small 
susiness, NPA, is to expedite action by these divisions on requests 
received from small-business concerns for assistance in placing their 
CMP allotments. Certain personnel in the three controlled-ma- 
terials divisions were especially designated as ‘‘focal points” in this 
special procedure, and have been assigned the primary responsibility 
in conjunction with the Office of Small Business for giving assistance 
in their respective product areas, whether the application for assistance 
comes directly into the NPA, whether from the Small Defense Plants 
Administration, or however it is routed. 

You will be interested to learn about the results of a survey which 
we made of a representative group of companies using carbon steel to 
determine whether the small manufacturing concern was at a dis- 
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advantage in its ability to take its CMP allotment to a mill or ware- 
house and get its order filled. 

This survey showed that the procedures which were established to 
assure that small businesses were protected under CMP were effective 
as early as the fourth quarter, and the figures I will cite are fourth- 
quarter figures. 

Ninety-three percent of the firms with less than 100 employees re- 
ported that they were able to place their tickets for 100 percent of 
the authorized allotment; 3 percent were able to place from 99 to 60 
percent of their allotments. In firms with 100 to 499 employees, 78 
percent reported that they were able to place all of their allotments: 
19 percent were able to place from 99 to 60 percent of the authorized 
allotments. Firms with 500 or more employees were able to place 
71 percent of their allotments in full while 17 percent placed from 
99 to 60 percent of the authorized allotment. 

In view of the results of this survey and the relatively small number 
of requests for special assistance, it is fair to conclude that the ware- 
house order, M-6A, together with the other measures adopted by 
NPA, have proved effective in enabling the small manufacturers to 
place their tickets and get their orders accepted. 

Now another topic that was of early concern to this committee 
and the subject of comment in its earlier reports had to do with the 
development of more accurate methods of estimating material require- 
ments, and as the committee pointed out, the effective and equitable 
operation of the Controlled Materials Plan depends upon accurate 
estimates of the requirements for materials which are submyjtted each 
quarter by thousands of producers, and of course through the twenty- 
odd claimant agencies outside of the NPA that present claims on 
behalf of their respective segments of the economy, such as the 
Defense Power Administration and the Department of Agriculture 

With the inauguration of CMP, the importance of accurate de- 
termination of material requirements was recognized by NPA and 
steps were taken to achieve this objective as promptly as possible. 
As we all know, estimates of requirements, like other operations 
under CMP in the third quarter of 1951, were affected by the fact 
that this was a transitional quarter, when the system was going into 
operation, and there was a carry-over from the previous priority 
and limitation order arrangements. 

Since then we have developed improved reporting forms. particu- 
larly CMP Forms 56, 57, 61, and 64, which provide information with 
respect to quantitative consumption of materials by individual! 
companies. Up until that time we had been forced to rely on dollar 
value estimates, and of course we think the material usage is a much 
more accurate index of this than dollar value figures. 

With this information, claims for materials based on “base period 
usage’ can be readily checked, thus affording a firm basis for the 
accurate determination of present requirements where the allotment 
of materials is predicated on a base period usage. Other data gradu- 
ally developed through experience together with the specialized 
knowledge and training which have been acquired by the analysts 
have become increasingly useful in evaluating requirements claims 

In addition, the establishment of requirements committees—that 
is, divisional requirements committees as distinguished from_ the 
Defense Production over all Requirements Committee—in the NPA 
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Industry Divisions handling end products, composed of personnel 
who are intimately conversant with the problems and requirements 
of particular industries, has been of great value. 

Thus, over the last 6 months of operation we believe the NPA has 
built up a body of statistical data and a corps of trained analysts 
which makes it possible for us to make much more accurate analysis 
than was true during the early phase of the operation. 

In the exercise of its programing function, the Requirements 
Committee of the Defense Production Administration receives quar- 
terly statements of materials requirements from each of the claimant 
agencies. We understand that DPA is making every effort to improve 
its screening procedures in order to achieve maximum accuracy in 
determining the actual requirements of the claimant agencies. 

Moreover, the Construction Analysis Staff of Defense Production 
Administration, which works with the Requirements Committee, 
screens the stated requirements for structural steel, primarily for in- 
dustrial construction, for the purpose of determining whether the 
stated requirements are realistic in the light of construction schedules 
both in terms of quantities requested and the schedule of deliveries. 

[ would like to depart for a moment here to say that the value of 
that kind of screening has been demonstrated to us quite vividly in 
the last two quarters in which this group of engineers from the steel 
companies that are accustomed to handling structural steel assess the 
appetite as expressed in the application of a particular industrial con- 
cern that is building a plant, and they try to measure it in terms of 
engineering readiness, whether the applicant could actually use the 
steel in the quarter for which he requests it. 

Quite often we find that when a phone call is made and a question 
asked: ‘‘Now are you actually going to be abie to put up this much 
tonnage in the next quarter?” the answer comes back, ‘‘Well, we think 
we could get by, and very effectively, on something less."’ Well, that 
means there has been an opportunity then to spread this available 
structural steel to the users that will actually be able to use it in the 
quarter for which it is allocated, and we have tried to minimize through 
that operation the very undesirable practice of acquiring the steel and 
leaving it on the ground. 

Mr. Curtis. Could I ask a question there: Does that same type of 
screening apply to items other than structural steel? 

Mr. Fow.er. The same type of screening is done for all items, but 
this was a special type of screening for structural steel that we have 
found quite useful. It is a hard thing to assess, Congressman Curtis, 
and we have found the assistance of these experts from the companies 
that are_in that end of the business themselves quite useful. 

The third item that IT want to comment on is the increase in the 
level of allotments for consumer-type items using copper and alu- 
minum. The companies that manufacture the so-called consumer- 
type items naturally include a very large preponderance of the 
smaller companies, and in turn they are the areas from which, in order 
to supply the increasing military direct and indirect requirements, 
we have had to divert the most substantial amounts of copper and 
aluminum. 

We were quite concerned, as I know the committee was, during the 
first quarter as to the impact of these very severe diversions which 
were necessary to fill in the increasing requirements until expanded 
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supply through new steel and aluminum and copper expansions were 
available. 

During the first quarter it was necessary, by reason of the increased 
demand for copper and aluminum for defense and defense-supportiny 
purposes, to cut back the allotments to producers of many consumer- 
type items requiring these metals to about 20 percent of their base 
period usage of aluminum and 10 percent of their base period usay: 
of copper. However, in the second quarter of 1952, which indicates 
that we have turned the corner on this particular draw-down from 
this segment of the economy, we have increased these allotments of 
aluminum and copper to 30 percent of base period usage. 

This increase has, of course, been of substantial benefit to a large 
number of smaller manufacturers who are engaged principally in t}y 
production of consumer-type items, which were included in the 20- 
percent and 10-percent levels for the first quarter. 

I might interject there that we made a survey of the ability of the 
metalworking companies to maintain their employment levels in the 
first quarter of this year as against the last quarter of last year in view 

f the sharp cut-back that came in that time. And I think that the 
committee will be interested to know that perhaps due to the long 
notice and long warning that such a period was coming, manufacturers 
by exercising “their ingenuity in a voluntary manner have effected 
substitution methods and effected conservation methods that accord- 
ing to the reports we get on employment data have been really quite 
amazing and quite gratifying in revealing how, with a substantially 
less quantity of copper and aluminum, they have been able to maintain 
a relatively substantial rate of unit production. 

lf the committee would be interested in the data that we got from 
these surveys, | would be glad to furnish it. 

Mr. Burton. We would like to have that to incorporate in the 
proceedings. 

(Exhibits 26 and 27 in the appendix. ) 

Mr. Burron. May I inquire: These drastic cut-backs, did they 
cover the less essential items for civilian use? 

Mr. Fow.er. That is correct. 

Mr. Burton. Was it any large portion of the total usage? 

Mr. Fowxer. It was just a small portion of the total usage, except 
that aluminum was a very substantial factor. We found there was 
aluminum siding, aluminum roofing, aluminum venetian blinds 
even though very few people were employed in those industries, the 
usage of aluminum was a very material factor, and it was a tough 
squeeze. 

Mr. Burton. That situation has been greatly relieved? _ 

Mr. Fow.er. That has been greatly relieved in the second quart: 
They are now including the initial and supplemental allotments with 
the 30 percent base period usage. 

Now the next point is the establishment of the “Small Business 
Hardship Account.” In November of 1951 a program was inaugu- 
rated by NPA to provide prompt and effective assistance for small 
single-line producers faced with plant shut-down or financial failure 
because of low allotments of controlled materials, which we expected 
would prevail roughly during the first 6 months of 1952. 

Under this program, announced on December 7, 1951, relief was 
provided in approximately 1,200 of these hardship cases, including 
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many small businesses, to the extent permitted by the availability of 
materials in the first quarter of 1952. Recognizing the need for a 
special reserve of materials for this program, we established the small 
business hardship account and the Small Business Hardship Panel to 
administer it. 

Materials have been set aside for the Small Business Hardship Ac- 
count and applications from firms qualifying for relief are being serv- 
iced from this special reserve. Full consultation on this measure was 
had with the Small Defense Plants Administration, and the public 
announcement concerning it was made jointly by the two agencies. 

With the return of certain quantities of aluminum and copper which 
had been allotted to the Department of Defense for the second quar- 
ter of 1952, the Defense Production Administration has made a portion 
of these materials available to NPA. I am glad to report that the 
Small Business Hardship Account has been given first call on these 
additional materials. This, together with the reserve previously set 
aside, will be more than sufficient to meet the screened requirements of 
the Small Business Hardship Account in full. That is more than 
sufficient to provide the supplemental allotments to any small manu- 
facturer that qualifies and files his application for additional materials. 

The balance of the additional aluminum and copper which has been 
made available to NPA by the return from the Defense Department 
will first be used, after the Small Business Hardship Account has been 
satisfied, to raise the general level of allotments for consumer-type 
goods and building materials, and, second, to get everybody up to the 
30 percent level, to adjust supplemental applications other than those 
falling under the hardship account. 

The next point referred to in the earlier reports of the committee 
was simplification of CMP regulations. The committee recognizes, 
as we do, that it is very difficult for a lot of the smaller manufacturers 
who do not have large staffs of accountants, trained purchasing agents, 
and so forth, to prepare the necessary paper work that is required 
when you are dealing with the requirements of a very large concern. 
It must be recognized that the Controlled Materials Plan is a complex 
matter and that some of the provisions of the CMP regulations are 
necessarily technical in character. Nevertheless, we have been alert 
to the need for simplifying the language of the regulations and for 
promoting clearer understanding, particularly among small-business 
men, of the requirements of the regulations. As the regulations are 
amended, constant efforts are made to clarify and simplify the pro- 
visions. From the beginning of the CMP program, a broad and con- 
tinuing informational and educational program for NPA field per- 
sonnel and the general public was inaugurated. This program is 
being maintained and improved as far as possible. 

Also, as the forms and instructions regarding operations under 
CMP, partic ularly the critical Form CMP 4-B and the accompanying 
instructions, are revised from time to time, continuing attention is 
given to making them simpler and more understandable to the av erage 
small-business man. 

[n addition, there is in preparation a comprehensive question and 
answer pamphlet on the CMP which will be particularly helpful to 
small business, which was instituted after receiving comments, which 
we thought would be helpful to small business. This will be broader 
in scope than the question and answer series issued by NPA for the 
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benefit of small-business firms at the time of the introduction of th 
Controlled Materials Plan. 

| would be less than frank if I did not say to the committee that 
despite the efforts and emphasis we constantly make for our own staff 
and lawyers to simplify these regulations, we still have to admit they 
are quite difficult and technical, and I am just afraid that is almost a 
part of the basic essence of the plan. 

So, therefore, the problem of achieving the relief from this concern 
with complicated regulations has directed our attention to another 
possibility, and that I will turn to now, with some reference to self- 
authorization procedures that the committee is, | am sure, famili: 
with. You know that under the self-authorization procedure per- 
mitted under Direction 1 to CMP Regulation 1, small users of con- 
trolled materials can place authorized controlled materials orders 
without filing a CMP 4—B application and having an approved pro- 
duction schedule. 

In other words, they can go into the warehouse and put down thei 
order, and so long as it is within the prescribed limit they certify, it is 
a self-certification operation which does not require any contact with 
us here in Washington or any contact with the field office. Originally 
the amounts which could be self-authorized were limited to 5 tons o! 
carbon steel, one-half ton of alloy steel, 500 pounds of copper, and 500 
pounds of aluminum. 

Now in an effort to make it possible for more small manufacturers 
to get by on the self-authorization procedure, on January 5, 1952, w: 
determined that the ceilings could be increased. Accordingly, NPA 
authorized small users to self-certify their own purchase orders in thi 
second quarter of 1952 for 100 percent of the amounts of steel, coppe: 
and aluminum which they consumed during their base period so long 
as these amounts did not exceed the following limits: 30 tons of carbon 
steel, 8 tons of alloy steel, 500 pounds of stainless steel, 3,000 pounds 
of copper, and 2,000 pounds of aluminum. Permission to self-certify 
for the original smaller amounts was continued even though the firn 
did not use those amounts during its base period. 

In additon, the self-authorization right for certain types of construc 
tion, including commercial construction, has been raised from 2 tons 
of carbon steel per project per quarter to 5 tons of carbon steel, o 
which 2 tons may be structural steel, but not of the wide-flange shapes. 
Now this has meant quite a change in the paper applications that hav: 
had to flow into the CMP analysts. 

The number of firms applying to NPA for allotments has beet 
reduced from 60.000 for the fourth quarter of 1951 to slightly mo 
than 35,000 for the second quarter of 1952. It is obvious that th: 
self-certification procedure has been responsible in large measure for 
this reduction. This means that many thousands of small firms ca: 
plan their production and obtain materials under CMP witho 
difficulty and with no need to file applications either in Washingto: 
or with the NPA field offices. 

The committee has also expressed a concern in its early reports that 
we delegate authority to the extent practicable to the regional and fix 
offices. There is, of course, a large class of small-business men whos 
requirements of controlled materials exceed the limits permittee unde! 
the self-certification procedure. In order to enable these small- 
business men to obtain decisions quickly and without the necessity of 
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a trip to Washington, it has been the continuing policy of NPA to 
delegate authority to its field offices to the greatest extent possible and 
as rapidly as conditions would permit. Under the so-called small 
order program, field offices were permitted to approve applications 
for controlled materials within certain quantitative limits, almost 
automatically. 

Further review of operations under this plan indicated that addi- 
tional authority and operational responsibility could be decentralized. 
As a result, the field offices have processed paper for approximately 
25 percent of all materials allocated for the second quarter of 1952, 
using exactly the same criteria and procedures as are employed in the 
Washington operation. For the second quarter more than 13,000 
cases were handled in the field as compared to 22,000 in Washington. 

The committee may be assured that NPA is aware of the benefits 
that accrue to small-business men from the decentralization of oper- 
ations and we are constantly reviewing our procedures in order to 
delegate additional responsibility to the field offices whenever feasible. 

Now a brief mention of the industry assistance clinics, which were 
an effort to meet the situation that we all knew was coming up in the 
early part of this year. Although the function of providing procure- 
ment assistance to small business has now been transferred to the Small 
Defense Plants Administration, I feel that I should report to you on 
the program of industry assistance clinics which was developed during 
the period prior to the transfer in order to assist firms with low levels 
of allotments. 

In December 1951, the NPA Office of Small Business analyzed the 
allotments of steel, copper, and aluminum made by NPA for the first 
quarter when there was to be this most severe cut-back, and they in- 
cluded in that analysis the manufacturers of consumer-type items that 
had received less than 35 percent of their base period usage of these 
metals, figuring that those would be the ones that would have the 
hardest impact. 

This tabulation included data concerning the regular type of product 
manufactured and the general class of equipment used by the firms 
listed. Copies of this listing of low-allotment firms, which included 
many a small business—they are predominantly small manufacturing 
concerns, although they did include some medium-size and larger 
firms—were limited to defense procurement agencies about the first 
of the year as the first tool developed for planned procurement to com- 
pensate with defense work for curtailment in civilian production be- 
cause of the diversion of materials. 

This same listing of low-allotment firms was used by the Office of 
Small Business, NPA, and the Munitions Board Office of Small Busi- 
ness for the organization of a series of industry assistance clinics which 
were held throughout the country largely in the month of January, 
with a few early in February. NPA field office heads and the chair- 
men of each Armed Forces regional council cooperated to arrange for 
and conduct these clinics. 

Now they were not the usual meetings of a large number of people 
in a room with speeches being made; they were designed for another 
purpose: a working type of clinic, as it was termed. They were 
conferences where the representatives of the firms which received the 
low allotments were all individually invited to come in and meet face- 
to-face with Federal procurement officers and representatives of prime 
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contractors to assess production facilities in line with defense require- 
ments. 

More than 2,500 small firms were represented at the 15 clinics 
many reported that they were presently engaged in defense work but 
were interested in more; nearly 70 percent were regarded by procure 
ment officers as potential prime or subcontractors; and about 17 per- 
cent were listed as not having equipment suitable for defense work 
They were told to bring in the analysis of their production facilities 
and the material they had on hand so that an assessment could be mad: 
as to where they might fit into the defense-procurement picture. 

I don’t know what the results of those clinics are and I am unable 
to report to the committee today as to what the actual, tangible re- 
sults were in placed contracts, either prime or subcontracts. But 
that is being followed up on, inquiries are being made, and we hop: 
to have some data on that in the near future. 

Now the last point, on cooperation with the Small Defense Plants 
Administration, I want to say here as sincerely as I can that it has 
been both my policy and Mr. Fleischmann’s policy to cooperate full; 
with SDPA in carrying out what we view as a common responsibility 
for the smaller manufactureres of the country. Congress has placed 
a mandate upon the President, and through him the executive agencies 
DPA and NPA, to observe the policies ‘that refer to small business. 
It has also established the Small Defense Plants Administration to 
give us special advice and to consult and cooperate with us in a com- 
mon effort, which is our responsibility as well as theirs, to carry out 
these ‘en ies. 

In November 1951, shortly after the establishment of SDPA, that 
agency was invited to have representatives sit on the Orders Clear- 
ance Committee of NPA, which is the body that finally passes on 
and approves all orders that are issued, and on the various individual 
requirements committees of the industry divisions of NPA. 

At the same time, SDPA was accorded membership on the Require- 
ments Committee and the Program Adjustment Committee of De- 
fense Production Administration. When the Small Business Hard- 
ship Panel was formed, its membership included a representative of 
SDPA._ In addition, personnel in the Office of Small Business, N PA, 
that had been engaged in procurement assistance were detailed to 
SDPA long before the formal transfer of that function by Executive 
order, and we have carried them on our payroll until the official 
transfer could be effected. 

On January 2, 1952, I issued an internal order—or I believe Mr 
Fleischmann made it, he was Administrator; but I approved it 
General Program Order No. 9, which formalized our policy of full 
cooperation with SDPA, provided that SDPA would have the same 
opportunity to participate in the review and clearance of new orders 
and regulations as other defense and claimant agencies, and established 
working relationships for tlie presentation by SDPA of requests for 
assistance in obtaining materials and equipment and to facilitate 
consultation between the staffs of the two agencies regarding othe: 
NPA actions, including issuance of orders and regulations and the 
formulation of policy in granting priorities. 

I should mention at this point that it is important for me, as it was 
for Mr. Fleischmann, as NPA Administrator, to have one focal point 
within NPA for advice and information concerning small-business 
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problems. In order to carry out our statutory responsibilities, I feel 
we have to have a focal poimt in the Assistant Administrator for 
Small Business and his staff. I believe this is necessary both as a 
matter of efficient management and to enable me to discharge my 
responsibilities with respect to small business under the act. 

Moreover, the records of NPA bespeak the diligence and success of 
this Office of Small Business in influencing policy and procedures in 
the interest of small business. Accordingly, the internal order issued 
in January, which I have previously described, provided that the 
Office of Small Business, NPA, would serve as a central point of 
contact between SDPA and NPA with respect to materials assistance 
and consultation with the various offices, bureaus, and divisions 
of NPA. 

Now when Mr. Taylor advised me of his objection to what he con- 
sidered an unnecessary rigidity in the procedure for consultation as 
it was written in that order, I had Mr. Kelly, the NPA Assistant 
Administrator for Small Business, work out with Mr. Taylor a revision 
of that procedure that would be satisfactory and was satisfactory to 
SDPA, and insofar as Mr. Taylor is responsible. The revised order 
was issued on March 3, 1952. 

In closing, may I add that I know of no existing differences of sub- 
stance or procedure between SDPA and NPA regarding the current 
operations of the two agencies. I shall do my best to see that this 
continues in our mutual responsibility for the administration of the 
priorities and allocations power according to the policies favoring 
small business set forth in the act. 

In view of Mr. Fleischmann’s discussion of the future of CMP in the 
light of the materials outlook and his comments about the particular 
problems of small business in a period of premature decontrol, with 
which I fully associate myself, 1 shall not take up the committee’s 
time on that subject. 

Mr. Burton. Thank you, Mr. Fowler. 

Now for questions. A witness has asserted that it may be possible 
to decontrol steel within 9 to 12 months if no additional emergency 
arises. What is your opinion? 

Mr. FLetscHMann. | agree with that in general, Mr. Chairman. 
My feeling is this, as to the proper method of decontrol: that we should 
decontrol as rapidly as we can, point 1, and that we should do it in 
broad strokes rather than shape by shape. The way the situation 
looks to me, as of now, is this: that by either the fourth quarter of this 
year or the first quarter of next year, we can decontrol carbon steel 
as such—carbon as distinguished from alloy. 

We would still have to keep under allocation a few, and only a very 
few, special shapes which are needed by the military in very large 
percentage. The only ones we think would have to be retained under 
that control at the present time are heavy plate, which of course is 
used substantially in shipbuilding and atomic energy and many other 
comparable programs; bar, which is in tremendous demand, partic- 
ularly in the ammunition program; and seamless tubing, which is in 
very short supply and is needed for a variety of top-importance 
industrial programs. 

Except for that, I believe that the great mass of carbon steel can 
be turned loose. 


Mr. Burron. Mr. Multer? 
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Mr. FietscHMann. I haven’t quite completed this, Mr. Multer. 
There is one reservation I wanted to get in the record. I believe that 
the proper method of decontrol is to reverse the procedure by which 
the control situation was set up so as to have a corollary to turning 
loose all this carbon steel, which I would hope we could do in the 
fourth quarter, or certainly by the first quarter of next vear. 

I would retain during the mobilization program a priority system 
applicable only to the military program to be sure that there was no 
hold-up along the line. 

Mr. Muvrer. We are all anxious that we decontrol evervthing as 
fast as possible, but if vou should follow that procedure the fear that 
arises in my mind is that if you decontrol certain shapes of carbon 
steel and not all of them, won’t you have the industrv channeling 
into the market material that is needed for the controlled items? 

Mr. Fierscumann. That is a very important point. As you know 
this is a complicated system of control. You have not only the CMP 
as such, vou have the priority system, and then you have the system 
of what we call production directives. 

Now under the production directives the Government issues instruc- 
tions to the steel industry as to the total amount of particular products 
which are to be made. Otherwise vou cannot make CMP operate 
because you have to match up, as vou know, the production of steel 
with the indicated demand for distribution purposes. 

Now you would have, under any system in which you want to guar- 
antee the military production for the next vear, to retain the respon- 
sibility of telling the steel industry—and they accept this, this is under- 
stood—-that they must produce, for example, the same amount of 
heavy plate that they have been producing. 

As you know, we have been getting plate out of strip and sheet mills 
which they ordinarily do not make. They will have to continue to 
make that until you are over the mobilization hump. But by doing 
this, in my own judgment you would be releasing the bulk of carbon 
steel which is coming into easy demand. 

We think it probably can be done in the fourth quarter. You 
would take the Government out of the business that it has no business 
being in in the long pull anyhow, namely, making the choices business 
ought to make for itself. 

I might say what I think are the two important criteria of decontrol, 
because I think the committee is interested in that as being the heart 
of the problem. There are two separate factors that have to be con- 
sidered, in my judgment, namely: No. 1, the relationship between 
supply and demand, that is the obvious one. We have a condition in 
which demand greatly exceeds supply. You have one of the condi- 
tions under which you need control. 

But the second and equally important factor—more important | 
think—is this: How is the demand made up? When you have a high 
percentage of that demand, that represents a “must”? program from 
the standpoint of national security: a military program, an atomic 
energy program, an expansion of aluminum or nickel—that is a 
“must”? program from the standpoint of getting it done on schedule 

Then you need something like the Controlled Materials Plan for 
that material. But it turned out in World War II, as some of you 
remember, we had this experience: that no priority system will 
guarantee delivery on schedule to an approved program unless the 
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size of that approved program is very small. We tend to think of 
that approved program as being something like 20 or 25 percent. If 
it is that small, a priority system will work. If it is any larger, it 
will not. 

That is a summary of experience in World War II. Now in steel, 
you will see, both conditions we think will be met in the fourth quarter. 
Demand will be about as close to supply as you are ever likely to get 
in a free market. Secondly, the total military take will not exceed 
about 20 percent. And the big take of structural steel for “must” 
programs, the industrial expansion program, will have been passed in 
the second and third quarters. 

So looking into my somewhat cloudy crystal ball, I say that I ecur- 
rently see no reason why we cannot decontrol the vast majority of 
carbon steel forms and shapes in the last quarter of this year. I could 
be wrong, of course. It could be a quarter difference, but I think now 
the last quarter is the target. 

Now with aluminum, we have a little different situation in this 
respect. In the first place, you have a much higher percentage of 
military demand. It is something approximating 50 percent of all 
the aluminum there is. But on the other side of the picture the new 
supply comes in very rapidly, indeed, this year. It is my guess—and 
it is only a guess — that we may be at the point in the first quarter of 
next year or the second quarter of next year where vou could release 
the controls on aluminum, maintaining still the priority system, 
because we will have a tremendous supply of aluminum by that time. 

With copper I don’t see the picture clearly at all. We do not have 
any great increase in copper supply that can be obtained until about 
1954 or 1955. You will have a very high demand for copper in the 
military picture as long as you have a mobilization program because 
it goes right into ammunition. Therefore, 1 would not care to make a 
prediction. I will not be here myself, and I will let somebody else 
decide that problem. 1 do not care to make a prediction as to when we 
can safely take the controls off copper. 

Mr. Burton. Is it likely that the easing international situation 
will help that? 

Mr. FLetscuMann. In this respect, Mr. Chairman: I do not agree 
with those who say that the Korean thing has nothing to do, for 
example, with the materials situation. It clearly does have something 
to do with it, because when vou are not shooting up ammunition in 
Korea you are able to build up your reserves, 

After all, what we are doing is engaging in an attempt to correct 
rapidly the depletion of our military strength and reserves, both 
material and men, that took place before Korea. Now the problem 
is one of maintaining adequate stocks of ammunition. Ammunition 
was being exhausted at a very rapid rate during the height of the 
fighting in Korea. If that stops, if it stops permanently, of course, we 
will attain our objective more quickly. So my answer is yes, it will 
have an effect on it. 

Mr. Burron. Mr. Seely-Brown. 

Mr. Srevy-Brown. Mr. Fleischmann, as you anticipate decontrol, 
whether it comes at the end of the third quarter or the first quarter of 
next year, do you correlate that with the Department of Defense rate 
of spending staying at the present level? What would happen if that 
level was increased up to the $7 billion a month already authorized? 
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Mr. FLeiscuMann. In the first place, the first prediction I mace 
was with respect to carbon steel, and since the use of ordinary carbon 
steel for military purposes is not high, comparatively, even a very 
substantial change there would not, in my judgment, seriously affect 
the estimate that I make. 

Now, with aluminum, which is the other subject that I commented 
on, we have actually been allotting aluminum according to the ap- 
proved schedule of aircraft, and aircraft is, of course, the predominant 
factor there. The delays in expenditure and production are delays 
farther along the line. They are in the ultimate production of the 
end aircraft. in mv judgment, due primarily to design changes. 

What is happening is that there is a chew-up of the raw aluminum 
approximately at the production rate that you would want if you 
were right on the schedule. The delays take place later on, so that 
there is in fact a substantial inventory of parts incorporating alumi- 
num, subassemblies and things of that kind. We hope that some of 
those bottlenecks will be broken, of course, and I think you know of 
some efforts along that line. But in my own judgment—and I hav. 
seen the forward predictions of how much aluminum will be used 
no speed-up that is at all likely would throw the estimates off such as 
to alter the basis of my judgment. 

Mr. See.ty-Brown. Even up to the $7 billion a month? 

Mr. FLetscumMann. It could very easily make the man here at the 
time deciae that because of that step-up you ought to delay, let’s say, 
aluminum release from CMP from one quarter to the next, in other 
words, to the second or third quarter. But it would not be of a size, 
if my judgment is correct, to alter the fact that, say, a year from now 
we will have so much aluminum that certainly at that point, no 
matter what the military program is at that time, unless you have a 
war, you would be in a position to release aluminum. I feel pretty 
safe in saying that. 

Mr. Burron. Mr. Curtis? 

Mr. Curtis. Mr. Fleischmann, I would just like to ask you whethe: 
you have any formal set-up to consider decontrol and be constant!) 
on the watch to see whether these factors that you mention will come 
about. For instance, when you speak of supply and demand, what 
test do you use with this carbon steel? Have you a formula set up 
so that other people might be able to judge when decontrol might 
come about? 

Mr. FierscuMann. I do not have any mechanical formulas in that 
sense. I appointed a task force to work on the problem about 3 
weeks ago when the problem first began to force itself on everybody's 
attention. And we have a great variety of internal instructions with 
respect to reviewing the problem. 

Now let me say this: I have accepted primary responsibility for the 
decontrol program personally. I believe I have the experience to 
reach some sensible judgments on that. I therefore asked all of our 
top staff to get the data they had together on carbon steel and I had a 
meeting about 2 or 3 weeks ago on this very subject. 

We have, you see, very detailed figures available on supply and 
demand. I have them in the very greatest possible detail on ever) 
commodity. We reviewed the situation then on carbon steel and on 
aluminum and copper, although there was not much review there 
because it is clear you cannot do it. We reached the conclusion then 
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that the conditions were present that I have described, which should 
permit us to decontrol carbon steel either in the fourth quarter or in 
the first quarter. 

Now we have also taken the necessary steps to do that. These 
steps are: altering the CMP form so that you would get a break- 
down of these individual shapes and forms that would have to be 
reserved in control and get that broken-down data for the fourth 
quarter. Then you see the decision can be made at the time the 
fourth quarter applications are filled out and industry can be notified 
in ample time that we have made the decision one way or the other 
so that all of the steps will have been taken that will be necessary. 

And I should add we have what we call the 7-11-11 record down 
there, and I do not want to be too closely held to its accuracy but at 
a recent point we reviewed the individual decontrol actions that we 
had taken. We do not believe in waiting until you can decontrol 
everything. We believe in decontrolling as you go along. 

Now the 7-11-11 formula I spoke of was this. In the past 2 or 3 
months we have taken the following actions: We have had to add 
seven minor, but important in their relationship to the war effort, new 
materials under a specific control. In 11 cases we have taken things 
entirely out of control. And in 11 other cases we nave relaxed con- 
trols almost to the vanishing point with particular materials. So that 
progressively we are engaged right today in a very substantial decon- 
trol operation. 

Mr. Curtis. You say we are relaxing. One way of relaxing would 
be an increase in the amount of self-certification. 

Mr. FLeiscHMANN. That is correct. We have done that. 

Mr. Curtis. | know that. Likewise, a setting up of a special 
priority to the miiitary is not exactly control, but it is the last vestige 
of control, you might say. 

Mr. FLerscHMann. That is correct. 

Mr. Curtis. The thing that bothers me a bit in following such a 
formula—and I think it bothers a lot of peopie—is whether or not 
there is perhaps a lack of publicity regarding conditions which bring 
about decontrol. You say it rests on your judgment. On the other 
hand if the people in the industry concerned knew what formula you 
were going to use to bring about 

Mr. FietscumMann. I have stated publicly and privately just as 
I am stating here what in my opinion—lI may be wrong but these are 
my — and my judgment and it is shared by Mr. Wilson—— 

Mr. Curtis. Let me give you an example. 1 understand that 
certain + ne steel mills are shut down now because of lack of 
orders. That is a pretty strong indication that maybe you are not 
quite as far along on decontrol as vou might be. 

In other words, if we knew that that was a factor, an important 
factor, or other things like that that we could judge, then other 
people would know, too, what they could expect. 

Mr. FLeiscuMann. | just do not know. There would be no use 
of my making up, sir, and telling you a magic formula for decontrol 
because I do not know any. 

Mr. Curtis. I am not interested in a magic formula. I am 
interested in knowing that there is a specific board, for example, or 
a specific group whose sole job it is to be watching this thing, so 
that they can bring it about, or so that other people in industry could 
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say, ‘“‘In our opinion we think decontrol should come about.”” Ther 
would be certain factors that would be agreed upon which, if they 
existed, would eliminate the need for control. Your statements in 
relationship to supply and demand are most general. Nonetheless 
you can agree on certain fundamental things which you decide as to 
what the supply may be; and also upon that basis you decide th 
demands that can be met. 

Mr. FLerscHMANN. Let me say as far as that is concerned, I sup 
pose Mr. Fowler and I in the past month have met with at least 20 
different industrial groups of every kind that have urged one kind o1 
another of decontrol on us. We have discussed the factors as freely 
as we could, and I believe, if I am not mistaken, before this very 
committee, some of our directors of our Steel Division were up her 
and expressed their views on decontrol which they very forcefull) 
urge on us, 

I think as a matter of fact that this is one of the few occasions that 
I know about where industry generally agrees that NPA and DPA 
have followed a pretty rapid course of decontrol. When I made th 
announcement, which I did recently, that we would hope to be abl 
to decontrol in the fourth quarter, I think there was general agre« 
ment that, if anything, that was too fast. 

Mr. Curtis. Mr. Fleischmann, I am not urging, because I do not 
know, | am not urging that there be decontrol. All I am trying to 
urge is that there be some sort of general understanding as to what 
has to occur before we do get decontrol so that we can plan, so thes: 
things do not suddenly come on us. 

There might be an indication that it could be put on sooner, o1 
may be it is too soon. 

Mr. FietscuMann. I tried to indicate what I thought the two 
criteria were before you decontrol an item. 

Mr. Fow.er. Recognizing the point that you make that there has 
to be a kind of an organized approach to this particular problem, w: 
have been reviewing the operations of the Bureau of Policy Coordina- 
tion which we look to to kind of coordinate the activities of the variou 
industry divisions that are responsible for administering the orders 
we have on the books today. 

These are orders I am discussing now that are not a part of th 
C\MP system as such, but are the so-called M order of controls 
We are undertaking a complete order-by-order review of those that 
are on the books today. We are asking each industry division—! 
haven’t issued a formal paper vet because we want to get a full dis- 
cussion of how this organized approach to the problem ought to bi 
carried through—our thinking currently is that the industry division 
that is responsible for the administration of the order will be give: 
the task of reappraising the order with a view to whether or not th 
justification that existed for the order at the time it was issued is 
still valid in the light of present conditions. 

Then the Policy Coordination Bureau—and this is internal me- 
chanics but | know you are interested in it—will be responsible, i 
cooperation with the industry division, and the Office of Production 
Controls—Mr. Truppner, who was up the other day, and other ap- 
propriate staff officers, the Small Business Office, SDPA and others 
that are interested, for a review of these orders. 
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In making the review these are some of the factors—I do not say 
they are all—these are some of the factors that we examine with refer- 
ence to each order and try to make specific findings on each factor in 
reviewing the order. 

First, how and to what degree are defense production and stock- 
piling activities promoted by the order. What manner and in what 
degree 

Mr. Curtis. Now you are getting to exactly what I am interested 
in, and that is the kind of formula that I am talking about. 

Mr. Fow.er. Let me cite the points that we have in mind and 
that we are constantly using. This is just a formalization, as Mr. 
Fleischmann puts it, a proposed formalization of what we are doing 
constantly. 

The second point, how and to what degree does the order provide 
for necessary resources expansion. That is, to what extent does it 
aid the completion of the steel plant program, the aluminum plant 
program. 

The third point, how and to what degree does the order arrange for 
a fair and equitable control over civilian production, distribution, and 
stocks. In other words, to what extent does the maintenance of the 
order, in the light of the supply-demand situation provide for an 
orderly and equitable distribution and avoid a scramble. 

Fourth, would the priority system alone be sufficient to meet the 
objectives of the defense program without the order, which is what 
Mr. Fleischmann referred to. 

Five, what risks would be involved in revocation or relaxation of 
the order? It is our intention that the Policy Coordination Bureau, 
in cooperation with the other officers, will, as you go along, elaborate 
this kind of a policy cruide and prepare a schedule to provide the most 
effective and expeditious review of all the orders we have. 

I think it will be of interest to the committee to know that this 
process of reassessment is going on and has gone on pretty continu- 
ously. Whereas there have been a total of 350 orders or issuances, 
as we call them, on the books at one time or another, by this process 
of reassessment and winnowing them out, we have a hundred, or 
thereabouts, on the books today. 

If it would be of interest to the committee, I have a copy of a letter 
sent to Senator Maybank a few weeks ago which has attached to it 
some 14 specific samples of decontrol or suspension of control actions 
that have been taken beginning last August. 

Mr. Burton. It is my understanding, Mr. Fowler, that each 
material is being relaxed or released as rapidly as you feel it is safe. 

Mr. Fowxer. That its correct. 

Mr. Burron. That applies not simply to the CMP materials but 
to all? 

Mr. Fowxer. That is correct. In these instances, the 14 that I 
refer to, they are non-CMP materials. 

Mr. Burton. If you have it before you, you might read it into the 
record. 

Mr. Fow.er. Some of them I cannot pronounce but I will try. 
Deerskins, that was revoked at October 1, 1951. <A decline in mili- 
tary demand for combat gloves resulted in a revocation of an order 
that reserved them for military use. 


87918—52—>pt. 4 14 
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Mr. Burton. You said 14? 

Mr. Fow ter. Yes, sir. 

Mr. Burron. We would like to get an idea of their relative im- 
portance. That is what we are after. 

Mr. Fowter. Sole leather, was decontrolled on July 31, 195 
Cattle hides, calfskins, and kips. Rubber was substantially decon- 
trolled. We still have a specification control, but by and large th 
problems 

Mr. Burton. It is a free market to all intents and purposes. 

Mr. Fow ter. Glass containers, storage batteries, cadmium an 
lead are typical examples of things on the list. 

Mr. FietscHMann. May I add a footnote to what I said about 
decontrol? It is important. I must make this reservation. If ther 
is a steel strike, any possible timetable for decontrol would have to 
be altered. That would have to be understood. 

Mr. Datmas. Would Mr. Fowler object to including a copy of that 
letter and the attached table in the record? 

Mr. Fowter. Not at all. 

Mr. Burton. That will go in the record. 

(Exhibit 28 in the appendix.) 

Mr. Seerty-Brown. May I ask a question? 

Mr. Burton. Mr. Seely-Brown. 

Mr. Srety-Brown. This question is directed to both of the gentle- 
men. In light of the debate which we had last week and in view of th: 
action which was taken on the floor of the House when we had ou: 
supplemental appropriation bill up, and in view of the questions that 
were asked by some of the members and statements that were mad: 
by some of the members during that debate, | wonder if you could 
advise me as to the possibility of a real absorption by the DPA o! 
NPA. 

Mr. FLetscHMann. There is a long history of that. I will very 
briefly summarize that. Unlike many of my associates I have fron 
the start, Mr. Seely-Brown, felt that the two should be a sing! 
agency. I said that publicly and privately, and many people have 
disagreed with me. 

But based on past experience I always thought it was a mistake that 
the DPA and NPA were two agencies. By great good fortune, M: 
Fowler and I have worked so long in close association, both in an 
out of the Government, and we know each other so intimately, tha‘ 
I do think we have minimized the disadvantage of having then 
separate. 

That is just a fortunate circumstance. I believe that the job of 
distributing materials is a single job. It so happens that you have to 
have in one place something that you call policy, or the determinatio: 
of requirements, and in the other place you have to have the operating 
people. But I think the difficulties are maximized by having thos: 
two separate as we have here now. 

1 urged that right from the start. The reason why it was not pu! 
together is that apparently a decision could not be reached as to 
whether that should be inside of the Commerce Department or outsi«: 
of the Commerce Department. To me that always seemed a muc! 
less important question than whether or not they should be separate: 

1 was overruled on that point. There was a time, as perhaps yo 
will recall, when in recognition of the need for close integration of t! 
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two, I was given the responsibility for both agencies, which I dis- 
charged for about 6 months until I was able to entice Mr. Fowler from 
more gainful efforts and get him back in the Government for a while. 

But I have not changed my view. I think the two should be one. 
[ feel that just as strongly now as I ever did. 

Mr. Seety-Brown. You appreciate the fact that all of us are 
trying to make a sincere effort to avoid duplication wherever possible. 
I always approved of the stand that you personally have taken. I 
would like to ask Mr. Fowler this question if I may: Would you care 
to discuss whether or not there is any duplication in fact between the 
Office of Small Business in NPA and the Small Defense Plants Ad- 
ministration? 

Mr. Fowter. I would answer that this way: There is duplication. 
Whether or not it is a healthy or unhealthy duplication is a matter on 
which Congress has made a judgment, and I accept that judgment 
and will attempt to work suiler it. 

We do both have a—I would rather use the words “common 
responsibility”’ to look out for in terms of the handling of priorities 
and allocations the policies that Congress has set forth in its act with 
reference to small business. There is no doubt about it that some of 
the people are doing the same thing. 

Congress has made a judgment that that is a healthy and desirable 
way to operate and I am not going to assert any different opinion 
or any contrary way. I do not think it would be profitable for me 
to do anything but to go ahead under the mandate that the Congress 
has set forth. 

Mr. Seety-Brown. Would you care to comment as to whether or 
not you feel that one or the other could do the job adequately? 

Mr. Fowuer. | would certainly have to say and do say and do 
believe—and I say this because I have no share of the credit; I came 
into this operation as Mr. Fleischmann’s deputy in September, and 
it was my view then, as it is now, that up to that particular point 
the National Production Authority had done a much better and a 
really fine job in looking out for the interests of small business, 
particularly as I compare it back to our experiences in the War 
Production Board. 

The procurement thing is another angle. We really did not have 
in NPA any responsibility for looking out for the interests of small 
business in the procurement field. We were trying to correlate, and 
I think a great deal of good work was done even though it was not 
our responsibility, in pointing out to the services ways and means 
whereby small manufacturers could be brought in as part of the 
productive phase. 

I think that is a separate question and naturally I do not want to 
get on to the preserves of the services as to whether the creation of 
Small Defense Plants Administration was necessary for that par- 
ticular purpose. My own feeling is that I am just not close enough 
to it to have a judgment. 

I do think that it is most important—and this I would throw out 
quite strongly—that whatever the agency is that is set up to adminis- 
ter the over-all priorities and allocations authority, if the Congress 
feels that there is a policy that it wants to see carried through, it 
ought to do as it has done, and tell that agency to carry through 
that particular policy. 
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If it wants to have another agency to cooperate or consult or to 
look over the shoulder and see that the first agency is doing it, that | 
say is a matter of individual opinion. But don’t, for the Lord’s sake. 
give the responsibility to allocate materials to two different agencies 
and do not give the responsibility to allocate materials to one agency 
and not make that agency also responsible for carrying out your 
policies on small business. 

On the matter of unification of NPA and DPA, I commented on 
that briefly in the letter to Congressman Patman which was the 
letter of March 4, which I believe is available for the committee’s 
records. It only adds what Mr. Fleischmann has indicated, that as 
an actual matter of fact, we are operating on a coordinated fashion 
pretty much as one agency would operate. 

We have certain common offices, the Office of Public Information, 
we are not getting out different press statements, we have the common 
Office of Administrative Services to deal with personnel and space 
and other common problems of that sort. 

To as great an extent as possible, I do think we have a unified and 
coordinated shop. 

Mr. FierscumMann. I think that I can say with a great deal of 
conviction that there is no—no; I will not say “No’’—there is an 
absolute minimum of duplication of effort and expenditure in this 
set-up because of the relationship we have had. 

Some of you will remember, in World War II there were something 
over 20,000 people engaged | in this operation in the War Productior 
Board. I do not want to press the analogy too much, but we are doing 
substantially the same kind of a job—not on quite the scale, but about 
the same—and we are doing it with fewer than 5,000 people between 
the two agencies, which will give you some estimate of the fact that 
there has not been a tremendous loss of efficiency. 

Mr. Seety-Brown. That is very factual evidence. 

Mr. Burton. You are to be highly commended for the way that 
you are cooperating and working the two agencies together. 

Mr. FierscuMann. Thank you. We do it as a matter of persona! 
preference, too, as we are old friends. 

(Letter of March 4 referred to above follows: ) 

DEPARTMENT OF COMMERCE, 
NATIONAL PropuctTion AUTHORITY, 
Washington 25, March 4, 1952. 
Hon. Wricur ParmMan 
Chairman, Select Committee on Small Business 
House of Representatives, Washington, D. ( 

Dear CONGRESSMAN PatrMan: I have read with interest the Progress Report 
of the Select Committee on Small Business (House Report No. 1228) and th 
earlier preliminary report of Subcommittee No. 3 on the Problems of Sma 
Business Under the Controlled Materials Plan (House Report No. 1081). I agre« 
with your Committee that the continued well-being of our small-business inst 
tutions is of major importance to our national economy. 

It has been the continuing aim of the National Production Authority in carrvin 
out its responsibilities under the Defense Production Act to encourage small 
business enterprises to make the greatest possible contribution toward achievu 


the objectives of the Act, and in allocating scarce materials we have constant; 
endeavored to make available to small-business concerns their fair and equitabl: 
share of the available civilian supply. The constructive comments and sug 


gestions of your Committee, as set forth in the two Committee Reports mentione: 
above, have been of great assistance to us in revising our programs and operatio! 
in order to assure the greatest possible assistance to small business, consistent! 
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with the other objectives of the Defense Production Act. I thought that you 
would be interested in knowing what action the National Production Authority 
has taken pursuant to recommendations of continuing significance. 


1. Importance of accurate estimates of material requirements 

The Committee has emphasized the importance of accurate estimates of the 
requirements for materials which are submitted by the thousands of producers 
coming under the Controlled Materials Plan, and has pointed out that loose 
estimates of such requirements tend to widen the margin for error in making 
realistic program determinations. We fully agree that it is important that esti- 
mates of requirements be as accurate as possible, and we have taken definite 
measures to improve our procedures for determining material requirements. 

As was recognized by the Committee in House Report 1081, third quarter of 
1951 operations were influenced by the fact that this was a transitional quarter. 
Since the third quarter, with the development and use of improved reporting 
forms as to quantitative consumption of materials, particularly Forms CM P-—56, 
CMP-57, CMP-61, and CMP-64, reports and claims for material based on 
base-period usage can now be readily checked against the information provided 
in the above-mentioned forms, thus affording an. added basis for the accurate 
determination of present requirements where the allotment of materials is predi- 
cated on base-period usage. Other data gradually developed through experience, 
together with the specialized knowledge and training which have been acquired 
by NPA analysts, have become increasingly useful in evaluating requirements 
claims. Thus, NPA has built up a body of statistical data and a corps of trained 
analysts which now enable us to make a reasonably accurate determination of 
materials requirements. In addition, the establishment of Requirements Com- 
mittees in the NPA Industry Divisions handling end products, composed of 
personnel who are intimately conversant with the problems and requirements 
of particular industries, has been of great value. 

In the exercise of its programming function, the Requirements Committee of the 
Defense Production Administration receives quarterly statements of materials 
requirements from each of the claimant agencies. We understand that DPA is 
making every effort to improve its screening procedures in order to achieve 
maximum accuracy in determining the actual requirements of the claimant agen- 
cies. Moreover, the Construction Analysis Staff of DPA, which works with the 
Requirements Committee, screens the stated requirements for structural steel, 
primarily for industrial construction, for the purpose of determining whether the 
stated requirements are realistic in the light of the construction schedules both in 
terms of quantities requested and the schedule of deliveries. 


2 Di ficultie 2an placing orders for steel 

Both reports of the Committee refer to complaints from small-business men 
concerning their inability to cash their fourth-quarter CMP tickets at a steel mill 
or warehouse. The Committee urged prompt action to eliminate these difficulties. 

The inability of many manufacturers, particularly small manufacturers, to 
turn their C MP tickets into steel in the early days of CMP operations was a matter 
of grave concern to NPA, and measures have been taken to remedy that situation. 
With greater experience under CMP, improved and tighter procedures for deter- 
mining requirements and estimating supply, the development of refined criteria 
for the making of allocations, and the development of a program to provide special 
assistance, especially to small business, in placing orders, it is fair to say that a CMP 
ticket is now a certified check for substantially all forms of steel. 

The Committee will be interested to learn that we made a survey of a repre- 
sentative group of companies using carbon steel to determine whether the small 
manufacturing concern was at a disadvantage in its ability to take its CMP 
allotment to a mill or warehouse and get its order filled. The survey showed that 
the procedures which were established to assure that small businesses were 
protected under CMP were effective as early as the fourth quarter. The figures 
on the carbon-steel survey show that those firms with less than 100 employees 
reported that they were able to place their tickets at a rate of approximately 93 
percent to 96 percent of the tonnage for which they had tickets. For firms with 
100 to 499 employees, the percentage of placement was 78 percent to 97 percent; 
and, for firms with 500 and more employees, it was 71 percent to 98 percent. 

The only conclusion that we can draw from this study of carbon steel is that 
through the warehouse order, M—6A, and through other devices adopted by NPA, 
the smaller manufacturers were faring better in their ability to place their tickets 
and get their orders accepted than the larger firms. 
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For the first quarter of 1952 practically all CMP allotments were convertible 
into steel. This is indicated by the fact that all requests received by NPA up 
to February 19, 1952, for special assistance in placing steel orders for the first 
quarter of 1952 covered a total tonnage of less than 1 percent of the total amount 
of steel against which allotments were issued for the first quarter. 

In order to provide maximum assurance for the placing and acceptance of author- 
ized controlled materials orders, NPA inaugurated, in December 1951, a compre- 
hensive and concrete program for providing special assistance in placing orders. 
Under this program particular responsibility has been placed on the Iron and 
Steel, Copper, and Aluminum Divisions to provide assistance in the placing of 
authorized controlled materials orders. One of the most important responsibili- 
ties of the Office of Small Business, NPA, is to expedite action by these divisions 
on requests received from small-business concerns for assistance in placing their 
CMP tickets. Certain personnel in these divisions have been designated as focal! 
points in this special procedure and have been assigned the primary responsibilit, 
in conjunction with the Office of Small Business for giving assistance in their 
respective product areas. 

8. Simplification of CMP regulations 

The Committee has referred to the complexity of the CMP regulations and 
has stressed the importance of simplifying these regulations so as to make them 
more understandable to the average small-business man. 

It must be recognized that the Controlled Materials Plan is an extremely 
complex subject and that, as a result, some of the provisions of the CMP regula- 
tions are technical in character. Nevertheless, we have been alert to the need 
for simplifying the language of the regulations and for promoting clearer under- 
standing, particularly among small-business men, of the requirements of the 
regulations. As the CMP regulations are amended, constant efforts are made to 
clarify and simplify the provisions. 

With the inauguration of the CMP program, a broad and continuing NPA 
field personnel and general public informational and educational program was 
inaugurated. This program is being maintained and improved as far as possible 
Also, as the forms and instructions regarding operations under CMP, particularly 
Form CMP-4B and the accompanying instructions, are revised from time to 
time, continuing attention is given to making them simpler and easier to under- 
stand. 

In addition, there is in preparation a comprehensive question and answer 
pamphlet on the Controlled Materials Plan which will be particularly helpful to 
small business. This will be broader in scope than the question-and-answer series 
issued by NPA for the benefit of small-business firms at the time of the introduc- 
tion of the Controlled Materials Plan. 

In the endeavor to simplify the construction regulations, NPA at the present 
time is engaged in a complete rewrite and consolidation in one instrument of all of 
its limitations and controls relating to industrial and commercial construction 
This will dispense with the necessity of cross reference to other orders and regula- 
tions and will make it possible for one concerned with such construction to find 
practically all requisite information in a single document. A separate order is 
being prepared covering housing construction which will serve the convenience of 
many small contractors who are engaged only in this type of construction. 


4. Unification of DPA and NPA 

The Committee has recommended that DPA and NPA should be unified in the 
interest of a coordinated program. 

While it has been decided that NPA and DPA should continue to be separate 
agencies, the two agencies through a close cooperative working relationship among 
their personnel have in fact achieved a unified operation. Furthermore, there is a 
single office which provides administrative services for both NPA and DPA 
These services include personnel services, budget and management, correspond- 
ence control, communications, accounts, program analysis, printing, and others 
Similarly, a single Office of Public Information provides information services for 
both agencies. This results not only in a coordinated program but also achieves: 
substantial economies in expenditures of funds. It may also be noted that th 
continuation of NPA as part of the Department of Commerce has the advantag: 
of enabling us to utilize the long-established field offices of the Department through 
out the country. 
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5. Direction 3 to NPA Order M-1 

The Committee, in House Report No. 1228, has referred to criticisms of Direc- 
tion 3 to NPA Order M-—1 by small plants having difficulty in placing orders for 
steel and has recommended that Direction 3 be rescinded. 

Prior to the issuance of Direction 3 to NPA Order M-1 on August 21, 1951, 
steel producers were required to accept all authorized controlled materials orders 
without regard to their source. As a result, there developed a needless and waste- 
ful cross hauling of steel products, an impairment of normal customer relation- 
ships, and an interference with mills’ efficient operation in that (a) the normal mill 
supplier was in a position to anticipate the needs of his historical customers at a 
given time, whereas he was unable to do so for completely strange customers, and 
(5) raids were being made on individual production units, which in certain cases 
were to the detriment of defense or defense supporting orders. Direction 3 per- 
mitted steel producers to accept or reject authorized controlled material orders up 
to 15 days before the expiration of lead time. During the 15-day period immedi- 
ately preceding the expiration of lead time, the producer was required to accept 
orders up to capacity on a first-come-first-served basis. While Direction 3 was 
revoked on February 1, 1952, the substance of the Direction was incorporated at 
the same time in section 8 of NPA Order M-—1, as amended. 

As is pointed out in House Report 1228, at pages 46 and 47, the criticism of 
Direction 3 stemmed from small plants having difficulty in placing orders for 
steel in the fourth quarter of 1951 and the belief that this difficulty in many 
cases was caused by the mills distributing their steel to their favored customers 
to the detriment of small manufacturers who did not enjoy a long-standing his- 
torical relationship with a mill. 

As we have shown in the discussion of point 2 above, the measures adopted by 
NPA during the fourth quarter and since then to assure the filling of CMP orders 
for steel have practically eliminated the difficulties that had been encountered 
by small-business men in placing their CMP tickets. This in turn has largely 
removed the basis for criticism of Direction 3 to NPA Order M-1. 

In addition, it should be noted that, in order to assist persons holding CMP 
allotments who may be unable to place their orders, section 9 of NPA Order M-1 
provides that any person who is unable to place an authorized controlled material 
order due to the provision in section 8 (which incorporates in substance the pro- 
visions of Direction 3) should apply to NPA on Form NPAF-148, and NPA will 
arrange to assist him in locating other sources of supply. Requests for assistance 
in placing first quarter 1952 orders under this provision and the similar provision 
which was contained, prior to February 1, 1952, in Direction 3 to NPA Order 
M-1 have been relatively few. 


6. NPA Order M-6 and M-6 A—Steel distributors 


House Report No. 1228 recommends that further efforts be made to supply 
steel warehouses with adequate stocks and that the “inequities imposed upon 
independent warehouses by the present base period’’ be eliminated. 

We think the Committee will agree that Orders M—6 and M-—6A, which assure 
all steel distributors minimum basic allotments from their historical mill suppliers, 
have been beneficial to smal! business, since small manufacturers generally depend 
upon warehouses for their supply of steel. This basic minimum allotment 
originally was 85 percent of the tonnages received by warehouses from their sup- 
pliers during the first 9 months of 1950, but, effective January 1, 1952, this basic 
percentage was increased to 100 percent in order to ease further the warehouse 
supply situation. The most current information indicates that steel warehouses 
now have a reasonably satisfactory supply, and the Committee can be assured 
that NPA will continue to make every effort to correct supply dislocations that 
occur in this area. 

With respect to the base period, it should be noted that NPA Order M-—6 was 
riginally issued on November 8, 1950. In selecting the base period, it was first 
thought that the first six months of 1950, would be an appropriate period in line 
with the provisions of section 701 (c) of the Defense Production Act relating to a 
representative pre-Korea base. However, a study of records of shipments to 
warehouses revealed that this period was not equitable because shipments during 
this period and for some time prior thereto had been less than normal. Accord- 
ingly, it was believed that the inclusion in the base period of the third quarter 
of 1950, which reflected greater warehouse activity following the attack cn South 
Korea, would better indicate the normal flow of steel products to distributors, 
It thus appears that the period January 1, 1950, through September 30, 1950, 
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was the most equitable base period which could have been selected for the stee] 
distributors. 

The available evidence indicates that the independent warehouses have fare 
at least as well as the so-called captive warehouses under the warehouse orders 
It is suggested that the Committee refer to NPA any cases known to the Com 
mittee in which independent warehouses have been adversely affected, as con 
pared with other warehouses, by the base period used in Orders M—6 and M—6A 
y Varimun possible de legation of a ithority lo re gional and field offices 


House Report No. 1228 recommends that all defense agencies delegate as mux 
authority as possible to regional and field offices so that small-business men ma 
obtain decisions quickly and without the necesessity of a trip to Washington. 

It has been the continuing policy of NPA to delegate authority to its field offic 
t extent possible and as rapidly as conditions permit. Under 


to the great 
permitted to approve applicatio 


so-called small-order program, field offices were 
for controlled materials within certain quantitative limits 

Further review of operations under this plan indicated that additional aut 
could be decentralized to the fiel j offices \s 
25 percent of a 


&imost autlomaticall 

hor 

and operational responsibility 

result, the field offices have processed paper for approximately 

materials allocated for the second quarter of 1952, using exactly the same criter 

and procedures as are employed in the Washington operation 

The Committee may be assured that NPA is aware of the benefits that aerr 

business men from the decentralization of operations, and we are cot 


to smal 
our field proce lures in order to delegate additional responsibil t 


stantly reviewing 
to the field offices whenever feasible. 

In conclusion, | can advise you that t 
carefully examined by NPA and that, in consequence, there has been a reappraisa 
In additon, I a 


he views of the Committee have be: 


of our programs and procedures as they affect small business 
tly engaged in an examination of all NPA operations involving an 
pendent review of the work and problems of each of the 36 Industry Division 
and the other Offices and units of NPA. In this way, I shall be able to determi: 
our strengths and weaknesses and to take such steps as may be needed to impro' 
our operating effectiveness. A reexamination of the impact of NPA’s operatio: 
upon small business is an integral part of this comprehensive review program. 


Sine rely yours, 


prese! 


Henry H. Fow.er, Administrator. 


Mr. Burron. Mr. Multer. 

Mr. Murer. I respect the so-called free-enterprise principles that 
urge most of our industries to come before us and pressure both th 
Congress and the agencies for decontrol, although at times I hav 
suspected the motives of some industry representatives. 

| hope that the Congress and the agencies are not going to succum)h 
too fast to these decontrol efforts, because it would be tragic to de- 
control and then have to go back and recontrol. We have all heard 
a lot about these formulas. I know that your agency and the othe: 
agencies that have jurisdiction over these matters are doing their best 
to decontrol as fast as possible. 

I do wish that some of these industry representatives who are con- 
stantly asking you people—and some Members of Congress, too, M1 
Curtis—asking you to give us a formula would come forward and 
suggest to you or to us, or both of us, some formula. 

I do not see how you can take a mathematical formula and say 
2, 3 and get 6 out of it, although that is the total of the 1, 2, 3. 

Mr. FLerscHMann. That is the thought that I was trying to express 
to Mr. Curtis. I have searched now for 10 years for such a formula 
[donot see one. I tried in the statement to express to this committee, 
as the one that is charged with small-business responsibility, just to 
fly a little red flag in the rush toward decontrol, because history shows 
time and again that the man who is hurt in a scramble for materials is 


1 


small business. 
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It just happens in 1, 2,3 order. I would almost guarantee that the 
first quarter after decontrol will be a very difficult one for small 
business. I am certain of that. The trouble is, that is always true, 
and you have to take the plunge sometime or else you would go on 
with this forever, which | have heard nobody advocate. 

It is a delicate situation. 

Mr. Curtis. May I interrupt? 

Mr. FLerscHMANN. Yes 

Mr. Curtts. Suppose, before you actually decontrol, you went 
through a couple of phases, and one of them would be increasing 
self-certification. Actually, small business would not be hurt so much. 
That is one example. 

Mr. FietscuMann. I think that is a very sound suggestion. We 
are doing two things: We will increase self-certification, take another 
look at it, and see if we can do it further. 

Secondly, as vou all know, we are greatly increasing the number 
of tickets or allotments that are out. It is a kind of testing of the 
market that we do. If they can absorb this greatly increased allotment 
of materials, then we have a pretty good feeling that the demand 
and supply are in good relationship. 

Mr. Curtis. Naturally you cannot have a mathematical formula, 
but really the steps that you have taken—and you have decontrolled 
other things—I think all that would be necessary would be to formalize 
the very things that you have been doing so that it becomes apparent 
to everyone what guides you do use in order to determine whether 
you are reaching the point of decontrol. 

Mr. FietscuMann. I think that is true. The two factors—I will 
restate them—that I consider most important are when your judg- 
ment, based on all the factors you know, is that supply and demand 
are in rough equality, No. 1, and, secondly, when the military and 
highly essential demand for the particular item is somewhat under 
25 percent. 

As near as I have been able to come in my own thinking I might 
say also that compulsory demand ought to include stockpile. I want 
to remind this committee that due to this tremendous squeeze that 
we have been in for a number of quarters, the stockpile in some of 
the tighter metals has been neglected. 

It could not have been otherwise or we could not have gotten through 
here. As a matter of sound policy which should we do first, decontrol 
or start resuming stockpile acquisitions? That is just one of the 
many questions that you have to think of before you do this. 

Mr. Evins. Mr. Chairman, I have no questions but I wish to make 
an observation. Mr. Fleischmann has made a splendid statement. 
He has a most difficult job to perform and should be commended 
for the job which he and Mr. Fowler have done under the cireum- 
stances. 

Mr. FLetscuMaNnn. That is certainly music. Thank you very much. 

Mr. Fowier. Thank you very much. 

Mr. Burron. Mr. Curtis? Do you have additional questions? 

Mr. Curtis. Yes, just general. First of all 1 would like to get an 
understanding, Mr. Fleischmann, on the International Materials 
Conference and just how that fits into the picture. That would be a 
matter of demand, would it not? As I understand it, the conference 
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meets and decides what materials are available among the free nations, 
and possibly the actual amount of materials that we have available i: 
this country for our own people and the military, too, might be cu' 
down. 

I wonder if you would briefly explain how that operates. 

Mr. FietscuMann. Let me preface it by saying this, which might 
also be helpful. Mr. Wilson and I have been summoned to appea: 
before Senator Maybank’s committee tomorrow to make a full a 
count of the theory and practice and operation of the Internationa! 
Materials Conference. He has prepared a very lengthy history and 
statement of it. 

I would suggest, in addition to what I say here, that if you would 
like that, that we will make that available as part of the record of this 
proceeding. 

Mr. Burton. We will be glad to have that as part of the record. 

(Exhibit 29 in the appendix.) 

Mr. Burron. We would like to have you make a brief statement 
on that. 

Mr. FLetscHMann. The International Materials Conference was 
set up I think in January 1951 as a result of experience that was 
gained in World War II. It is a continuation, therefore, to a mino: 
degree of the type of international consultation that was carried o1 
under World War II conditions and is a reflection of the fact that 
the basic metal problem is much the same today as it was in World 
War II. 

That metal problem I think could best be explained in terms of 
copper, and that is that the world supply of copper is wholly inade- 
quate to meet the world demand. I am now speaking of the fre: 
world when I speak of “the world demand.”’ 

Of course, what the Russians have we do not know and it is not 
available to us anyhow. The world supply of copper—that includes 
of course, the supplies basically from Chile, Canada, Africa, th 
United States, and Belgium to a lesser extent, those being the big 
suppliers—is wholly inadequate to meet the world demand. 

Of course that situation becomes very acute when you superimpos: 
on a normal economy the tremendous new demands of the military, 
because that is the one item for which the military in every country 
has an insatiable appetite because it goes into ammunition. Starting 
right after Korea, a runaway situation developed in the internationa! 
metals markets. 

I need only remind this committee what happened in tin, which 
was not even in short supply internationally. The price went up by 
leaps and bounds until it really disappeared off the charts. Exactly 
the same thing, but on a lesser scale, happened with copper, zinc, 
lead, a few other key commodities badly needed in the defense effort 

There were two courses open to the nations which needed these 
metals for the war effort. They could engage in an all-out bargaining 
operation, each one trying to outbid the other for the unlimited supply 
Who would profit from that? Of course the producing country would 
be the principal gainer from that operation. 

The loser obviously would be the American taxpayer. Would w 
obtain—would every nation obtain their requirements? Of course 
not, because the supply is inadequate. So with that unplanned kind 
of bidding up, you would have, in my judgment, the worst method of 
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distributing the materials in that situation—exactly the same con- 
ditions which led us to adopt the Controlled Materials Plan domes- 
tically. Faced with that situation we did exactly what was done in 
World War IT and I think it was right. We and the British and the 
French jointly invited some 25 or 26 nations to sit around a table and 
discuss a more reasonable method of dishing out these short supplies. 

Point 1 is this: The International Materials Conference has no 
power to decide anything. We have delegated no power to that 
agency. They may make recommendations to us and the other 
governments. If the advice is bad, we are at perfect liberty to reject 
it. 

Mr. Curtis. Haven’t we been accepting it? 

Mr. FLEeIscHMANN. Yes, we have, because the advice has been very 
good, 

Mr. Curtis. From a practical standpoint actually we have accepted 
it and that has been the limit on what supplies we have. Is that not 
true? 

Mr. FierscuMann. No, it has not been the limiting factor on the 
supplies. 

Mr. Burton. As I understand it, this is the CMP internationally. 

Mr. FLerscHMANN. Except that we are not bound to follow it. 
We can reject it. 

Mr. Curtis. But we do follow it, so that is really an academic 
statement. 

Mr. FietscHMann. I want to point out, Mr. Curtis, that that is 
not correct. If we had gotten in the international markets the amounts 
of copper which had been recommended to us as our fair share, we 
would be in far better shape than we are in today. The IMC has not 
acted as the limitation on the copper which we have gotten. 

Mr. Burton. Why have you not gotten it? 

Mr. FietscumMann. Because in the stabilization policy we have 
not been willing to pay the top price set by some of the countries to 
get the last ounce of copper out of there. 

Mr. Seety-Brown. Who is getting that copper now? 

Mr. FietscHMann. A good deal if it is backing up because nobody 
will pay those prices. ‘Take the zine picture: As a result of these 
arrangements—I think I had better start a little earlier and start on 
the basis on which these recommendations are made. 

You will find, if you examine the IMC recommended allotments, 
that in almost every case the share of the United States is higher 
than any historical basis would have authorized. The reason for that 
is this: There are two principles of recommendation in the IMC which 
I think are sound. 

No. 1, we first attempt to discover and state mathematically the 
mobilizati ion requirements of the whole free world, those participating 
in our defense. 

Mr. Curtis. When you say “We” you mean those other nations 
and ourselves? 

Mr. FiLerscuMann. And ourselves. 

Mr. Curtis. How much does the State Department participate in 
that? Our State Department is right in the middle of it, is it not? 

Mr. FLetscHMann. The State Department does not participate at 
all. 
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Mr. Curtis. I have been given some information which has been 
compiled on this. (Exhibit 30 in the appendix.) Let me ask then, 
what position does Mr. Armstrong have? He is acting special assist- 
ant, Office of International Materials Policy, Department of State. 

Mr. FLeiscuMann. I will tell you-who the personnel are and what 
their official positions are. 

Mr. Curtis. Specifically, he made a lot of statements. We have 
some of them here. 

Mr. FietscuMann. Yes, sir. I will tell you why. Congress has 
asked him how this operates. He has undertaken to give that infor- 
mation 

Mr. Curtis. What does that title mean, acting special assistant 
Office of International Materials Policy, if he does not have a lot to 
say about what we are doing? 

Mr. FietscuMann. I do not know what the title means. I can 
tell you exactly how the LMC works. 

Mr. Curtis. What does he do? 

Mr. FLetscuMann. I do not know who Mr. Armstrong is. I never 
heard of him until you mentioned him. 

Mr. Curtis. That is what I am interested in finding out. 

Mr. FierscamMann. I do not know. 

Mr. Curtis. What does Mr. McFall have to do with it? Anything’ 

Mr. FLeiscuMann. How do you spell the name? 

Mr. Curtis. Jack McFall, Assistant Secretary of State. 

Mr. FLeiscHMANN. Never heard of him either until this moment. 

Mr. Burton. Mr. Fowler, have you information on that? 

Mr. Fow.er. No, sir; I am sorry I cannot enlighten the committee 
I recall reading in the press that there is a Mr. McFall who is in 
charge of congressional liaison between the State Department and the 
Congress, but I was not aware of his activities around this Inter- 
national Materials Conference. 

Mr. Curtis. It is only because he has been able to give us certain 
information, or has, in the State Department. Apparently the main 
one over there, I would say, is Mr. Armstrong. 

Mr. FieiscHMann. Would you like to know who does do the work? 

Mr. Curtis. Yes. I wanted to ask these specific questions first. 

Mr. FierscuMmann. There are a lot of people who do not do the 
work. I am prepared to tell you who does do the work. 

Mr. Curtis. Yes. But I can sometimes get at things a little 
quicker by asking specific questions. 

Mr. Fietscumann. I will answer any of those about who does do 
the work. 

Mr. Burvron. Do you wish to put that in the record? 

Mr. FierscumMann. I think it would be of some interest in th 
committee to have the people who do the work as distinguished from 
those who do not do the work. 

Mr. Burton. I agree. 

Mr. FLeiscHMann. The people who do the work—in the first place 
this is all done under the direction of Mr. Wilson. I serve under the 
direction of Mr. Charles E. Wilson, Director of Defense Mobilization 
That is point one. I have a directive from him. I think it would be 
of interest to the committee to put that in the record. We will put 
it in the record if that is agreeable. That is point one. 

(Exhibit 31 in the appendix.) 
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No. 2, under Mr. Wilson, I have the responsibility for deciding 
ultimately the policies that are followed by the American representa- 
tives in IMC. I have a deputy for that purpose. The deputy’s 
name is Mr. G. J. Ticoulat—T-i-c-o-u-l-a-t. Mr. Ticoulat is deputy 
administrator of the Defense Production Administration, and in private 
life he is executive vice president of the Counselor Bank Co. of San 
Francisco. He has never been an executive of the State Department. 

The IMC itself is made up of a central group and commodity 
groups. Mr. Ticoulat is the American senior representative on the 
central group, and the only American representative on the central 
group. He serves under my general direction. 

The commodity groups consist of one group for each commodity, 
like copper, zine, sulfur, et cetera. On each of those commodity 
groups are representatives of the countries interested in that particular 
material. In most cases the American representative is the NPA 
or the DPA industry man for that particular commodity. 

I would be glad also to furnish a list of the particular representatives. 
It may be that in a particular commodity there is someone other than 
the NPA man in a particular commodity, but the usual rule we fol- 
low 

Mr. Burton. That we will be glad to include in the record. 

Mr. Fietscamann. The usual rule we follow is to appoint the 
NPA industry man on that commodity. That is the whole set-up of 
the executive staff of the IMC, all under my direction or, rather, under 
Mr. Wilson’s direction. They are advised by a Materials Policy 
Committee, of which I am the chairman and Mr. Ticoulat is the vice 
chairman. (Exhibit 32 in the appendix.) 

Mr. Srety-Brown. Could I ask you a question in connection with 
that? It is my understanding that vou said earlier that the major 
share of the metals which are allocated under ICM have come to this 
country. 

Mr. FLetscHMann. Yes, by far the majority. A technical point 
in which the committee, I think, is interested. This is not an alloca- 
tion in the same sense that we make allocations of many materials in 
this country. There is no guaranty that any nation will get the al- 
location that is made. It is not an allocation in that sense. What 
they do is sit around a table and decide what would be the approxi- 
mate best distribution of metals in order to take care of the mobili- 
zation, program. Secondly, they see to it that after that is taken 
care of, each country gets a fair share of the rest, based then on their 
historical use. 

Mr. Seevty-Brown. What I was getting at in connection with 
that—-and I understand the situation as you have described it, cer- 
tainly—if a country, say the United States, has a certain “allot- 
ment’’—I will put the allotment in quotes—of copper in this pro- 
gram, and then some of that copper goes into the manufacture of 
war items which are then in turn shipped, let us say to England or 
any of the NATO countries, is the copper used for that purpose 
balanced on our credit card or the English credit card? 

Mr. FietscumMann. That is a preferred item. Whether or not it 
ultimately goes to England or the United States, it is a preferred 
item to the country who fabricates that copper because military re- 
quirements are taken out of the pot first. So that it would be a 
credit on our accounts since we are manufacturing it. 
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Mr. See.y-Brown. But they would in fact get the benefit of it? 
Mr. FietscuMann. Actually what would happen is that it would 
go to the NATO, to the Eisenhower operation, for redistribution as 
an arms ope ration. In that sense many of our items are war items. 

Mr. Curtis. You were discussing materials policies. 

Mr. FierscuMann. Yes. The Materials Policy Committee—as | 
say, | am chairman and Mr. Ticoulat is vice chairman—consists of 
representatives of all of the interested arms of our Government. On 
that the State Department does sit, usually Mr. Willard Thorp, who 
is the Assistant Secretary for Economic Affairs, if I have his title right 
He sits on that committee. Mr. Small sits for the Munitions Board, 
Dr. Elliot for Mr. Wilson, usually Jess Larson or Howard Young for 
that board. 

Mr. Curtis. Is that a Presidential-appointed board? 

Mr. FierscuMann. I will go back to that. Mr. Ticoulat was 
designated by the President as our representative on the IMC. The 
board was set up pursuant to a directive from Mr. Wilson, and each 
agency designates its own senior representative. The theory is that 
it is supposed to be a top-level advisory board. We take up, for 
example, the matter of the allotment of copper which we think wi 
ought to be able to obtain. I might say, Mr. Curtis, we do not only 
take up the amount that we think would be a fair share of the copper 
but we discuss methods that might be used to get that copper once 
that determination is made. 

Mr. Curtis. May I interrupt? Is Winthrop G. Brown on that? 

Mr. FierscHMann. Winthrop G. Brown is Thorp’s assistant. He 
is an alternate and sits only when Mr. Thorp does not. 

Mr. Curtis. He is in the State Department? 

Mr. FierscuMann. Mr. Thorp is the State Department representa- 
tive. Mr. Winthrop Brown is his—I do not know whether his assist- 
ant or deputy but he sits when Mr. Thorp does not. I should state 
this for the record because I would not discharge my own responsibility 
if I did not. 

After considerable study of World War II, I do feel that whether 
the IMC is the ideal arrangement or not, some form of international! 
cooperation in materials is essential to a mobilization effort. We are a 
“have-not”’ Nation inso many items. Take cobalt, as a good example. 
We do not produce a tenth of the cobalt we need to go right into our 
planes and tanks and jet engines. 

Mr. Burton. Where do we get it? 

Mr. FieiscHMann. Africa. Unless we are agreeable to making 
arrangements with other countries which do produce these things fo 
an equitable distribution—and by “ equitable’ [I mean one that pro- 
tects the war effort—lI really fear for the future security of our Nation 
I am not trying to exaggerate. I am trying to state my own sober 
conviction. 

Maybe the IMC could be set up better. Maybe it should be stricter 
or maybe looser. But I am as convinced as I can be of anything that 
we need some form of international cooperation. Tin, for example, 
has never been under the IMC allotment at any time. Look what 
happened. We have been victimized by high prices in tin to a point 
where we didn’t get any for many, many months. That type of dog 
fight in international relations is not good, in my judgment, if we are 
going to meet our mobilization goals. 
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Mr. Burton. Mr. Hill? 

Mr. Hitt. I have been very interested in all your statements 
How do you have a controlled plan of our strategic metals and deal 
with all these various countries without immediately getting into the 
value of the currencies as between countries? That brings you right 
back to the gold standard. 

Mr. FLetscuHMann. That is an interesting question because we 
have considered it many times. The International Materials Confer- 
ence has never taken up the matter of price control. It had nothing 
to do with price matters. Some of the countries have felt that we 
should do it, but we have not ever done it up to the present time. 
We have limited the IMC recommendations to the amount of metal— 
sulfur and one or two other items—which it was felt, after review, 
would fairly meet our military requirements and give us a fair share 
of the balance. 

Then the problem of procuring it has been left to the individual 
country. Many people have urged that we should have some form 
of international price control and regulation. I am not an expert in 
that field, and my views would not be worth very much. 

Mr. Hitt. How in the world would you ever expect to make it work? 

Mr. Fierscumanyn. | do not think you could, which is what has 
kept me from trying to extend it that far. I am certain, from what 
has happened in zinc, that the IMC experiment up to date has been 
very successful. It has had an effect on the prices because this 
agreement on consumption has inevitably brought the price pressures 
down. 

Mr. Hitt. The only way we could bring the price down in the 
world currency in relation to the value of our currency is just not to 
buy the product, and that is exactly what vou did in tin. 

Mr. FLetscHMANN. That is what we did in tin, and it came down. 

Mr. Hixix. I am afraid it is going on now in wool, in which I am 
personally interested. 

Mr. FLetscHMann. I do not know about the wool situation. 

Mr. Hitt. The same thing that maintained the price of tin main- 
tained the price of wool. We can be on either side of the argument. 
Our pressure can be placed either way, down or up. 

Mr. FLetscHMANN. In zine we now have a pretty good fair price 
and it is flowing well and the IMC has been very successful in that. 
In copper it has been a little less successful, but the international 
price of copper is also coming down very substantially. 

Mr. Hitxi. Why is it coming down? 

Mr. FierscHMann. Because, through the IMC, you have eliminated 
this competitive bidding, which, of course, as it did in tin, drove the 
price right up, doubled it and doubled it again over night. 

Mr. Burton. Is it not a fact that we are getting a “better balance 
between production and demand today in the international market 
as well as in our domestic market? 

Mr. Fietscumann. Yes. I[ do not like to overstate the case for 
anything, including IMC. If we did not have any IMC, this country 
would get along and we would have a mobilization effort, but it does 
two things: to me it simplifies the job of mobilization effort because 


you have a supply that, generally speaking, you can count on. 


Perhaps, most importantly, it prevents the runaway inflation in 
the price of these strategic metals that prevents the speculation on the 
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part of the producing nations which runs these prices up, and I say 
it is a good thing for the taxpayer, which I like to consider. 

Mr. Hity. By that same token, it can run the price up. 

Mr. Fieriscumann. The IMC? 

Mr. Hixxy. It certainly could. If you started to play on world 
currency, then immediately you could get us all into trouble. Maybe 
you have already. 

Mr. Fierscamann. I often think I have done it in more ways than 
one, but not in this particular area, I do not think. 

Mr. Hitu. I would say from listening that you have not, but | 
would say that there is a possibility that you could destroy any valu 
of our currency entirely as far as international trade is concerned. 

Mr. Fie1scHMann. I will have to admit, Mr. Hill, that I have not 
considered that | was in danger of destroying the value of our currency 
but I would like to think about that matter some. 

Mr. Hiuw. I think we have certainly. No one argues today that 
the dollar is worth 100 cents. 

Mr. Fie1scHMANN. Certainly mine is not. I think that is true. | 
do Say that when 

Mr. Burron. It is the best money in the world today. 

Mr. Hrii. That is why they run the price up on us when we want 
to buy anything. We meet ourselves coming back. 

Mr. FLerscHMann. Let me point out what happened in our own 
market in steel. Mr. Curtis said that probably the high-priced mills 
are finding difficulty in getting enough business. That is one of the 
problems you face in a controlled economy because everybody wants 
the controlled item at the lower price. It is true that when vou contro! 
demand, as we are doing domestically and to a lesser extent through the 
IMC, you do run the price down on these items. Fortunately for 
the United States 

Mr. Burron. Let’s put it the other way. You curb inflation and 
that is helpful. 

\Ir. FueiscHMann. The standpoint of the United States is the onl) 
thing that I am interested in. It so happens that the items selecte 
for control by [\M[C—there are just a few of them—are items which 
by and large we are importers of. So that the United States is the 
gainer in this case in keeping the price within reason. I should lik 
to say in conclusion on that point, if it is in conelusion, that I thin 
we have not done a very good job up to now in explaining what IMC 
is about. I think there was an aura of mystery about it which was 
never intended. 

\[r. Wilson’s statement, which I will furnish to this committee, wi 


remove that mystery. 1 would like this committee to give it the sam 
careful consideration you have given our other problems. I thin 
you will reach the conclusion it is a good thing. (See exhibit 28.) 


Mr. Curtis. I have one other specific question. The aluminu 
that was made available by the Defense Department, was that the 
result of all of the screening that was done to check the inventories 
of some of our big companies? 

Mr. FLerscHMANN. No; it was not. 

Mr. Curtis. What was it the result of? 

Mr. Fietscumann. We did check those inventories and we found 
very little excess inventory. It was a result, basically, of the so-called 
stretch-out of the aircraft program. In other words, the peak aircraft 
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production is now scheduled, or rather the completion of the program is 
now scheduled, for 1955, as distinguished from 1954. That means a 
lower rate of acceleration to meet the peak. That has resulted in 
reducing the current take of aluminum. That has a corollary that is 
very important, and that is that the highest take of aluminum by the 
military will not be thissummer. It will be in the first quarter of 1953. 

Mr. Curtis. This is a result, then, of screening in the light of 
production schedules? 

Mr. FLeIscHMANN. Yes, sir. 

Mr. Burton. This committee has noted a lessening of pressure. 
We have not been contacted by small businesses as heretofore 

Mr. FietscHMann. I am glad to hear that. 

Mr. Burron (continuing). Evidently indicating a relief. We have 
been told, however—you mentioned it—that the tickets are now a 
certified check rather than a hunting license. That, of course, was one 
of your objectives. I think an excellent job has been done. Recently 
we have heard some suggestions that the material itself is available 
and that tickets were not. Could it be that the supply is getting 
ahead of the paper work? 

Mr. FieiscHMann. Congressman Burton, that is an indication of 
the fact that you cannot win in this business. I will give you an 
example of what I mean. On February 1 the Aluminum Co. of 
America put out its magazine in which it upbraided the Government 
for issuing more aluminum tickets and allotments than the whole 
aluminum industry could possibly meet. They referred to that not 
in so many words, but the inference was another example of govern- 
mental bungling. 

At the end of February the Aluminum Co. of America and all of the 
other aluminum producers were upbraiding us, the Government, for 
not issuing enough aluminum tickets. In the space of 1 month. 

Of course, neither the Government nor private industry can keep 
abreast to that extent of those rapid changes. It is one of the things 
that makes governmental control never 100 percent efficient. It 
cannot be. It is a nuisance that you have to have in wartime. It is 
a reason why we should get rid of it. What has happened now is 
that there is no space vacant during the first quarter for aluminum, 
as far as we know. ‘There are fewer forward orders on the mill today 
than there were 2 or 3 months ago. The reason is perfectly clear. 
If a fellow has a ticket that he knows is a certified check, he doesn’t 
dash out to place that with the mill at the earliest possible date as he 
does if he is in doubt as to whether he can get it cashed. He waits a 
little to see if he is going to need that extra aluminum, because market 
conditions are softening and he feels that maybe he can get along with 
a lesser amount. In a time of falling prices, that is always what 
happens. 

When you get supply into approximate equality with demand, as 
we now have under CMP, vou have to revitalize that part of the 
distribution machinery—namely, the sales foree—which has been in 
“moth balls’ in earlier days. That is not a bad or abnormal phe- 
nomenon: That salesmen should now be going out and performing the 
functions for which a salesman was designed; namely, to find the man 
with the order and the ticket. 

In other words, we have done a wonderful thing for the sales force 
of the country by putting them back in business. 

&§7918S—52—pt. 4——15 
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Mr. Burron. However, suppose he finds the man with the o 
and does not find a man with a ticket? What is to be done? 

Mr. FietscuMann. He will find thousands of those cases. ) 
will find many cases where a man would like to order but does 
have a ticket. 

Mr. Burton. I have in mind not aluminum but steel at the mom: 
The question is being raised as to whether there is not more mat: 
available than tickets to cover. 

Mr. FietscuMann. There has not been any blank space up to 
present time in the mills. I don’t know whether vou happened 
see the statistics last week. 

Mr. Daumas. One of the big questions on steel, if I may interry; 
has been the supply of steel in warehouses, particularly steel for « 
struction. Your tickets have not been issued, and the self-certificat 
is not sufficient; so that a man who has a contract to build a scho 
house or a hospital and who needs 30 or 35 tons finds it impossibl 
get it. If there were some way to release that warehouse steel, 
would‘cure part of this problem. 

Mr. FierscumMann. I think that is correct. 

Mr. Datmas. The only way to relieve that is through increas 
self-certification. I do not think that you could do it through tickets 
Mr. FLerscuMany, It is true that in some areas of the country th 
is perhaps more than an adequate supply of steel in warehouses. | 
I have to be accused of mistakes, and I accuse myself of more of the: 
than this committee has, I would rather have made the mistake o 
having more steel in warehouses than almost any other mistake that 
I could think of. Some of you remember the last war, when the big 
mistake that was made was that they did not put anything in t! 
warehouses, and it very nearly shut down business, including pa 
ticularly small businesses, who buy from warehouses. From the sta: 
we followed the policy of keeping the warehouses full of steel, whi 
was a sound one. It now looks in certain localities as though we hay 

a little too much steel in the warehouses. 

Mr. Daumas. I would not say that, Mr. Fleischmann. I thi: 
now that spring planting is with us, and spring construction, if yo 
just open that self-certification to a point where an ordinary buildin; 
as well as a small manufacturer could be taken care of, you are goin 
to solve a lot of these difficulties. 

Mr. FLerscHMann, I think that is right. 

Mr. Burron. I think you should take some steps, whatever nec: 
sary, to see that there is no brake on the wheel. 

Mr. FietscuMann. I think that is right. I do not know whetlu 
you saw what we did a couple of days ago. We invited everybody wl 
wants to start a project, a construction project, of a less essent) 
nature—which we have had to say “no” to up to now—to come in al 
make their application now because the fact of the matter is that t! 
structural-steel situation passes its worst point in this coming secon 
quarter. 

It begins to ease decidedly in the third quarter and very markedl) 
the fourth quarter. Then our binding factor will be copper, not 
structural steel. As far as copper is concerned, the construct 
industry has done such a magnificent job in reducing the ratio betwee! 
copper and structural steel that we think we can support almost an) 
reasonable construction program. 
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They use far less copper per ton of structural steel than they did 
pre-Korea. Mr. Fowler can comment on that. 

Mr. Fowuer. There are several things. I think right now your 
suggestion that we consider upping these self-certification levels is a 
very good one, and particularly in the light of some timing factors. 

In the first place, when we came into the plans for the second 
quarter, we were confronted with a situation that I would like to 
describe briefly. We had a defense industrial-expansion construction 
program which we had supported with allotments in the fourth quarter 
and first quarter and second quarter. 

We also had a number of plants that were reiated importantly to 
the defense program that we had not been able to support. They 
had been going along on their own materiais but there were threaten- 
ing situations in which they might have to shut off construction, 
leaving a partially constructed plant. 

There were also cases of commercial construction which had been 
started and had a right to continue under our reguiations—we had 
been allotting those that had been more than 20 percent under way 
enough material to go ahead and finish. There were a good many 
more that had been started but were not up to the 20 percent level, 
and it was an economic waste to have the material standing there in 
a partially constructed building. 

So our first concern was to get in the second quarter material, 
particularly structural steel, distributed to all partially constructed 
projects so that everythi if that was under way eould get an approved 
construction schedule with ailotments on a project basis for the 
second quarter, the third quarter, and the fourth quarter, and thereby 
the sponsors of those projects would be assured that they could 
be completed. 

Then when we had gone through that we took a careful measure, 
a rather intensive study, of the prospective requirements in the third 
quarter to continue these defense industrial plants and to take care 
of the new military command construction program which was put 
under way last fall and was beginning to be reflected m requirements 
in the second quarter and wil continue in the third and fourth. 

We found as a result of that study that whereas it would have taken 
approximately 270,000 or 275,000 tons of structural steel to service 
the defense-plant expansion program in the second quarter, it would 
only take around 130,000 to 150,000 tons of structural steel to service 
that program, that defense-expansion program, in the third quarter. 

So we saw there that there was quite a margin to begin with. We 
felt that here was a file of very deserving projects, a relative degree 
of essentiality, to be sure, that had been filed repeatedly, quarter 
after quarter, with people anxious to go ahead. 

There were 450 churches, there were a number of jails and com- 
munity buildings, detention homes and so on. So our first move in 
terms of new starts was to give permits to go ahead to approximately 
700 of those public-interest type of structures. We felt they had 
matured their projects, they had been held up and deferred, they 
ought to have a kind of green light, a little right-of-way to get ahead 
of other people who had not had their operations so interrupted on 
account of the first-in first-out principle. 

Then we found, having done that, that there was room to take care 
of 100 or so projects of ordinary commercial construction, office 
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buildings, and what not that were located in distressed labor areas 
where the building trades and the architects and what not had had no 
alternative defense-plant construction to go to work on. 

So we put that in motion. Last Monday—I think you saw, per 
haps, Mr. Fleischmann’s announcement—we stated that we are hope- 
ful of being able to clean up all the pending applications. We are 
inviting people to do their advance planning with the notion that they 
can be given a permit and then an authorized schedule for third and 
fourth quarter allotments. 

Simultaneously there was consideration of the amendment, CMP- ¢ 
on construction. We did lift the self-certification limit in that regula- 
tion. Having taken care of these other groups of projects which at 
least in our judgment we felt 4 little bit of responsibility for, having 
held them up for quite a while, it does seem to me that we are now 
confronted with your question, Shall we not lift the self-certification 
timits further and permit those people who right now, this spring, 
might get the idea that they want to go ahead and build their store or 
whatever it may be? 

It is a very worth-while thing. I wanted to point out that we had 
a lot to get through the door before we could reach this particular 
point. We did not want to issue tickets to these partially constructed 
buildings for their completion, and to these new and very deserving 
groups of projects, and not have the steel there in the warehouses to 
honor the tickets. 

If we can be satisfied that the program that we have taken re- 
sponsibility for is going to be serviced by the materials that are avail- 
able, and still some to spare, an increase in self-certification is the 
quickest and perhaps the most direct way of getting this material 
used 

I do not think we have any difference of opinion. I only wanted to 
explain factors of timing that have entered in. 

Mr. Daumas. Mr. Chairman, I know that the House is in session 
and we have a few questions. With your permission I would like to 
submit them to Mr. Fleischmann and Mr. Fowler in writing. 

Mr. Burron. That we will be pleased to have you do. You can 
submit the questions and get your replies, which will be inserted in the 
record. 

[ would like to thank Mr. Fowler and Mr. Fleischmann for their 
very frank and candid statements and for covering the situation as 
completely as you have. We have been very much impressed. 

Mr. Fowter. Thank you. 

Mr. FLerscHmMann. Thank you. 

Mr. Burton. The committee is in recess. 

Whereupon, at 12:05 p. m., the committee adjourned subject to 
the call of the Chair.) 

(Supplementary information is as follows:) 

DEFENSE PRODUCTION ADMINISTRATION, 
Orrick OF ADMINISTRATOR, 
Washington, April 4, 1952 


The Honorable Clarence G. Burton, 
Chairman, Subcommittee No. 38, Select Commitice on Small Business, 
Hlo e of Pep esentatives, Wa hington, dD. Ad 
DEAR CONGRESSMAN Burton: In response to your letter of March 20, 1952 
I am sending you herewith the information requested regarding the Contro 


Materials Plar 
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The major changes which have occurred in the organization and administration 
of the Defense Production Administration designed to facilitate the operation of 
CMP. are set forth in the charts contained in Enciosures No. 1 and No. 2. 
Exhibits 33 and 34 in the appendix. The new divisions, committees, and groups, 
in which you are particularly interested, are identified in the explanatory state- 
ments accompanving the charts. We have also included information on the 
DPA-NPA organization prior to September 1951 It should be noted that the 
NPA was reorzanized in t spring of that vear, shortly after the DPA was estab 
lished, to provide for the future implementation of CMP which was then being 


developed. 


{ 


The nature and purpose of the more significant organizaticna! end adminis- 
trative changes relating to particular aspects of the materials controls system are 
yutlined in Enclosur N ; 
1d to provide vour committee with any additi« 


the operation of the (‘or tre Lhe ! Mat rials Plar 





Sines r iV yours 
MANLY FLEISCHMANN, 
Administrator. 
Enclosures (3). 
[Enelosure No, 3] 


SuMMARY OF SIGNIFICANT ORGANIZATIONAL AND ADMINISTRATIVE CHANGES 
RELATING TO THE CONTROLLED MATERIALS PLAN SINCE SEPTEMBER 1951 


Program Task Grou} Karly in March of 1952, changing market conditions 
suggested the necessity for the NPA to be able to move with rapidity to make 
appropriate program adjustments. It was felt desirable to create an arrangement 


which coordinated operating problems and policy changes in such a way that 
Bureaus and Divisions were kept abreast of changes and that they would par- 
ticipate directly in operating and policy developments. To achieve this objective, 
the Assistant Administrators of NPA decided to establish a Program Task Group 
under the chairmanship of the Director of the Program Coordination Division 
In addition to the chairman the group consists of a representative from each of 
the following: 

Industrial and Agricultural Equipment Bureau 

Metals and Minerals Bureau 

Textile, Leather, and Specialty Equipment Bureau 

Office of Civilian Requirements 

Office of Labor 

Office of Smaii Business 

Office of the General Counsel 

Chemical, Rubber and Forest Products Bureau 

Control Operations Division 

It is the function of this group, which meets biweekly, to reach decisions and 
make recommendations on matters referred to it by the Assistant Administrators, 
and to take the initiative in the formation of the program and operational de- 
cisions. Members of the group are responsible for representing the views of the 
units named and are responsible for transmitting back to their units full informa- 
tion so that all Divisions will be kept currently informed as to developments ins 
volving operations relating to policy. 

The Program Task Group is regarded as an adjunct to the Assistant Admin- 
istrators meetings which has, throughout the life of the agency, served as a 
periodic medium for coordinating the policy and operating problems presented 
by the top executive staff of the agency. 

Special Munitions Board Reserve-—Experience in the early months of CMP 
demonstrated the need for special provisions to meet unexpected material needs 
for the production and early delivery of certain eritical military orders of high 
urgency. To meet this problem a special Munitions Board Reserve was estab- 
lished in the NPA under the control of the Program Coordination Division for the 
f 1951, the control of this reserve for the 


fourth quarter, 1952 On December 11 
remainder of the first quarter 1952, and for subsequent quarters, was transferred 
to the Director of the Priorities and Directives Division. The memorandum 
effecting this transfer provided the basic standards for the handling of this special 
reserve, 

The Munitions Board Reserve is kept as a special account, the u 
mav be made only on authorization from the Office of Priorities and C 
Munitions Board Before materials in this reserve may be used, tl 
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and Directives Division is responsible for seeing that certain conditions are 
The Director of the Priorities and Directives Division is charged with the resp 
sibility of keeping complete records of the action taken, and of submitting to | 
Director of the Program Coordination Division semimonthly reports shov 
the amounts of materials used in this program, together with the cases and D 
sions involved 
Special Harship Reserve.—For the fourth quarter of 1951 and subsequent q 
ters it was found necessary to make provision for adjustment in CMP allot 
in special meritorious cases which could not be handled by the NPA Divisix 
For that reason a special hardship reserve was created in NPA and placed wu 
the jurisdiction and control of the Priorities and Directives Division. Mater 
in this account are used to meet the following needs: 
a) Allotments of controlled materials to which an applicant is ent 
because of a judgment of the NPA Appeals Board; and 
6b) Allotments to individual applicants who have shown that they | 
ffered a hardship, as result of the initial allotment, not generally suff 
by the Industry 
Transf r of Nmal I s¢ r Case s lo Field 


Offices.—Between the first and sex 


quarter of 1952, approximately 11,000 CMP 4B applications from small 
were transferred to the Field Offices for processing and allotment issuance. ‘1 
transfer grew out of a proposal made in October 1951, for the transfer of cases f: 
Washington to the field so as to cut down substantially the paper work in Was! 
ton and to expedite the handling of CMP 4B applications. The mechani 
this transfer are defined in Program Implementation Decision No. 23, issu 
November 1, 1951 It was estimated that a large number of cases would be tr 


1 


ferred to the field, but that the total requirements of these cases would not ex: 
7 percent of the NPA requirements of controlled materials. It provided that 


‘ 
selection of cases to be transferred to the field was to he made bv the NPA Indu 
Divisions \ system has been set up to assure that the field case receive the 
treatment as a comparable case would receive in Washington 

Ind ef Division Requirements Committees In September of 1951, NPA 
created Industry Division Requirements Committees to serve in an advis 
capacity to Industry Division Directors in the distribution of controlled materi 
among the products within the jurisdiction of Industry Divisions. These Co 
mittees were created by General Administrative Order No. 101, and their operat 
policies and responsibilities were defined in General Program Order No. 18 
The Committees consist of representatives from interested NPA Bureaus and f1 
other DPA Claimant Agencies that have an interest in one or more product ce 
under the jurisdiction of the Division concerned, The committee system 


created in part to assure a continuity of relationship among “‘Committce mem! 
and claimants which they represent to the end that mutual confidence and coopera 
tion may contribute to maximum effectiveness of Committee Activities.” 

General Program Order No. 18 requires that the Division Director submit 
proposed distribution of materials among Product Codes to his Industry Divis 
Requirements Committee for its consideration. The resulting decision of 
Committee is submitted to the Assistant Administrator for Policy Coordinati 
and may not be implemented until the Director has received “ written concurren 
from the Assistant Administrator for Policy Coordination in the form of a Progran 
Implementation Decision.’”’ Any representative of a claimant agency on t! 
Committee who dissents from the decision of the Committee may appeal for 
reconsideration by the Assistant Administrator for Policy Coordination. 

Industry Advisory Committees.—Industry advisory committees are the Author 
ity’s established channels for regularized consultation with American industry) 
They consider and make recommendations regarding all subjects pertinent to the 
defense production program. Matters relating to the Controlled Materials Plan 
are frequently discussed at such meetings. When the Controlled Materials Plan 
went into limited effect on July 1, 1951, the National Production Authority had 
established 397 industry advisory committees. By October 1, 1951, when the 
Controlled Materials Plan was extended, the National Production Authority 
had established 455 industry advisory committees. This number had increased 
to 538 as of March 26, 1952. Experience has indicated that the industry advisor) 
committees are indispensable devices for effective industry-Government consulta 
tion on all matters relating to the defense-production program and have beer 
extremely useful as a means of obtaining a true cross-section view and opinion of 
American industries regarding the administration of the Controlled Materials 
Plan. 
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Small Business Hardship Panel.—In January 1952, NPA established a Small 
Business Hardship Panel which was to have control over the issuance of supple- 
ental allotments to alleviate special hardships incurred by small businesses. 
Material for these supplemental allotments was provided in a special smal! business 
ardship account. This special panel and account was established for the second 
quarter because it was discovered that the allotments for the first quarter of 1952 
to producers of civilian-type items caused some individual firms which were pro- 
icing these items “ undue hardship peculiar to their size, the nature of their product 
ine and their production flexibility.”” To qualify for an additional allotment under 


this program, the applicant must be a “‘small firm” as that phrase is defined in 
the Department of Commerce ‘“‘size study.’’ Firms meeting this definition do 


not qualify if they are affiliates of large corporation groups. Applications of firms 
applying for additional allotments under this program are analyzed by the appro- 
priate NPA Industry Division which then recommends appropriate additional 
ilotments to the panel. The panel has the authority to review and reduce the 
roposed allotments. It is the function of the panel to certify additional allot- 
ents from the special account and to assure that the material in the special 


wcount is distributed equitably among all applicants. The panel consists of a 
presentative from the Office of Civilian Requirements, the Office of Labor, the 
Small Defense Plant Corporation, and the Office of Small Business. The latter 
serves as chairman and has the authority to make decisions. 
Controlled Materials Round-up.—¥Experience had shown that throughout an 
otment quarter unforeseeable problems arise in the operation of CMP In 
rder to provide an adjustment reserve in NPA of sufficient size to meet these 


eds, the Director of the Program Coordination Division propo 
sistant Administrators of NPA adopted a plan for a return of controlled mater- 
ials which were in exeess of the requirements of Industry Division In effect, 
the plan required each NPA Industry Division to return to the NPA reserve the 
surplus of controlled materials allotted to it for the first quarter after deducting 
the amount in the Division’s balance that the Division would need to meet supple- 
ental applications and the correction of inequities. lor the second and future 
quarters the policy was established that on the first day of the first month of the 
iarter and again on the second month of the quarter each Division shall estimate 
ts surplus balance of materials after making allowances for requirements for sup- 
plemental applications and the corrections of inequities, and shall return that sur- 
us to the NPA reserve The objective of this poli 3y is to pro\ ide a reserve “‘for 
redistribution to those Divisions encountering serious problems because of insuffi- 
ciency of materials or to provide increases in allotment levels of end items.”’ 
Committee on Future DPA-NPA Policy with Respect to Materials Controls.—In 
February 1952, a joint DPA-NPA committee was named for the purpose of de- 
veloping an appropriate control policy in the light of current conditions and the 
progress thus far made toward carrying out the Defense Production Program. 


sed and the 


DEPARTMENT OF COMMERCE, 
NATIONAL PropwucTION AGENCY, 
Washington 25, April 8, 1952. 
Mr. Victor P. DALMaAs, 
Executive Director, Select Committee on Small Business, 
House of Representatives, Washington 25, D. C. 

DearR Mr. Datmas: Reference is made to your letter of March 20, 1952, 
requesting that you be furnished with specified historical information concerning 
the number of hardship assistance applications which were received from small 
businesses who desired additional controlled materials. You also requested an 
explanation of the functioning and accomplishments of the Small Business Hard- 
ship Review Panel. 

Since it is the objective of National Production Authority to see that the 
direct defense and defense supporting requirements receive first claim on materials, 
supplemental applications from manufacturers must be measured in terms of the 
relative urgency of the intended end use of the product and its essentiality in the 
economy. Also, it is the policy of NPA to evaluate requirements on the basis 
of hardship allegations which may result from low level of material allocation or 
call for base period adjustments resulting from new investments, interruption 
to business, higher material use ratio and seasonality of the product. Essenti- 
ality is measured against standards which embrace national defense, civilian 
defense, public health and safety and the civilian economy. 
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Naturally, in those areas where, of necessity, the material level of alloca 
was lowest, there is a vacuum and any manufacturer who could obtain al! 
material that he desired would have a customer demand for his product, b 
all fairness to others in the industry and the relative competitive position of 
firms, we must measure requirements against certain rather rigid standards 
when relief is warranted in “hardship” situations, the effort is to relieve the dk 
of hardship and not knowingly make it possible for the manufacturer to imp 


his compe tit ve position at the expense of others in the industry 

Obviously, therefore. the processing of ipplemental applications serve 
meet individual requirements after mathematical formulae have been u 
the first instance to make prompt distribution of large masses of mat 
Within the supplemental applications, the determination of hardship « 
becomes a matter of criteria ar judgment Che figures which are show 
response to vour questions numbered | and 2 r resent those which have 
revarde 1 by NPA as the type of harads Dp cases in which you are interested 

| " to vour numbere ;uCcS ns are contained n the follov 
similar ered paragraphs 

j Wi ; he 0 ipp } iship as mm 8 1 
nes hich | een received 4 NPA ng the fourth qua 1951 an 
quarter } 

1. Approy ite number of supplemental applications from. small busine 
represe r iany forms of situations, such as base period adjustment, bala 
ing materials der substitution programs, and production hardship res 
Iron ( tilot ( : 

Fourth Quarter 2, 248 
Fir Quarte! 2, 246 
lle ny of the applications in each quarter have been acted upon fav 
u? ; 
2. (a) N ber of supplementals processed favorably: Fourth quarter 19 


i 
1.459: first juarter 1952, 1,954 


b unber of supplementals withdrawn by applicant, rejected becaus 
ineligibility or denied because of lateness of filing and material had bee: 
hausted: Fourth quarter 1951, 809; first quarter 1952, 292 

Ho many applications fo hardship assistance are present Y unde cons 


4 Through March 13, 1952. a total of 2,980 second quarter 1952 supplem 
applications had been received by the Washington and Field Offices o 
Which only 1,341 were classified as hardship claims from small business 
Through the clos of business on March 21, 1952, a total of 241 hardship ay 








cations had been evaluated, determined to meet the specific criteria establis 
for assistance ider the Small Business Hardship ind granted 
rm of il through action of the Small Busi: p Review Pa 
he rema ng supplemental applications are het processed eithe nder 
Provisiol f other regulations, withdrawn by the applicant. or rejected he i 
the lid not qualify for relief under any existing criteria \dditional cases 
the Har is »p Account are expecte | during the next few weeks 
Hi a stati devotes tu time to the processing o he fship app 

1. Uhe staff of the Office of Small Business regards the Small Business H 
ship Program as its most important activity at this tims One senior 
of our staff has been given full responsibility to see that all hardship applica 
are processed for presentation to the Panel In ion, three other s 
members of tl taff assume responsibility for processing the ca arising W 
their respective areas of jurisdiction in which they work closely with specif 
industry divisions he total required clerical, statistical, and typing worl 
performed by a staff of -six (6) emplovees As the workload for procs 
second quarter supplementals decreases in volume, the senior staff memb 
will resume their normal activities During the period’ of relatively low act 
which is expected be fore supplementals for third quartet are to be processed, 
statistical and clerical staff will analyze the results of the second quarter har 


ship allotments and correlate these data, with a concurrent study by the Off 
of Small Business of all firms which received low allotments to develop a ba 
for consideration of future allotment policy. 

It should be noted that part of the analytical staffs of all industry divisi 
and of Department of Commerce, NPA field offices devote portions of their ti 
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to reviewing hardship applications in connection with past records and new 
data submitted by the applicant Each Division and field office, in addition to 
processing supplemental applications under other regulations for providing indi- 
vidual assistance, makes recommendations to the Panel as to the portion of 
pplementary material requested by each applicant which will be necessary to 


f 


sid him in attaining mini im operations 
What is the average amount of time required for processing a hardship applica 
tion from the time it is received in the Washington office until the final decision 1s made? 


>. The amount of time required for processing a case under the Small Business 
Hardship Account, from the time it is received by the Office of Small Business in 


Washington until final action is taken, is approximately one week The Panel 
normally meet once a week at which time it will act upon all cases received 
since the cut-off date for the previous meeting 


/ Who make jhe fina lec on as to the approval or d sapproval ofa hardship 


application? What pa do ti ndustry d sions lake in this determination? 


6. The Chairman of the Small Business Hardship Review Panel (the Assistant 
+} 


Administrator of NPA for Small Business) makes e final decision as to the 


ranting of supplemental hardship allotments after careful review and recom- 
endation by the Pan The Chairman authorizes and orders the transfer of 
allotted materials from the Small Business Hardship Account to the industry 
livisions and delegated field offices for issuance to the firms concerned As 
stated before, the industry divisions and field offices make recommendations of 


entative allotments to applicants under the Small Business Hardship Account 
When relief is granted under other NPA provisions, the industry divisions and 


field offices make final deter ations 
W at amounts ¢ cont re ed mate ais hare heen set aside in the smal } r ness 
hardship account’ for the nd quarte 1942? 
7. The quantities of mtrolled u ials initially set aside for the Small 





sUSTNESS Hardship Acco int for the second quarter of 1952 are listed below 


Material : Initial allotment 
Carbon Steel (tons 54, 437 
Plate (tons 5, 510 
Structural Steel (tons 1, 799 
Alloy Steel (tons 1, 414 
Stainless Steel (pounds 431. 400 


opper Brass Mill (pounds 1, 917, 000 
Copper Wire Mill (pounds 628, SOO 
( opper Foundry pou is 924 300 


t 
onions 1, 526, 000 





~~ 


At the time this Account was established, Mr. Fowler stated that additional 


materials would be forthcoming to the Account to meet its requirements in full 
The amount of material in the Account has been more than adequate in all items 
excepting aluminum to which has been added 1,280,000 pounds. If more material 
s required, it will be added 

‘ Who make the decision as to the size of this Spe al reserve? 


8. The size of the special reserve for the Smal! Business Hardship Account was 
letermined jointly bv the Administrator of NPA and the Assistant Administrators 


4 Do all claimants contribute a portion of the allotted materials to the account? 
if so. on what bases are these mtributions determined? 

9% The Small Business Hardship Account was established in the following 
manner. Each NPA industry division having consumer-type items under its 
jurisdiction contributed to the account one-half of one per cent of its total second 
juarter allotment of all controlled materials All other NPA industry divisions 
contributed one-fourth of one per cent In addition, fifteen per cent of the ma- 


terial in the NPA general reserve was made available to the Account Claimant 
agencies outside NPA do not contribute to the Account 
If this office may be of further assistance to you in this or any other case, please 
do not hesitate to write to us 
Sincerely yours, 
J. L. KeEewury, 
issistant Administrator VPA for Small Business 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRopuctTion AUTHORITY, 
Washington 25, April 17, 1952 
Mr. Vicror P. Datmas, 
Executive Director, Select Committee on Small Business, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Damas: In accordance with the request from Mrs. Curtis, of yo 
staff, the following information is submitted to supplement my report of Apri! 
1952, concerning the accomplishments of the Small Business Hardship Revi 
Panel, to report the accomplishments through March 31, 1952. 

Through March 31, 1952, a total of 4,775 second quarter 1952 supplemental a 
plications had been received by the Washington and field offices of National P: 
duction Authority, of which only 2,149 were classified as hardship claims fr 
small business. Through the close of business on March 31, 1952, a total of 3 
hardship applications had been determined to meet the specific criteria establis! 
for assistance under the Small Business Hardship Program and granted allotm« 
of material through action of the Small Business Hardship Review Panel | 
remaining supplemental applications were processed either under the provisi: 
of other regulations, withdrawn by the applicant or rejected because they did 
qualify for relief under existing criteria. 

In my previous letter, we indicated the quantities of controlled materials w! 
had been set aside for the Small Business Hardship Account for the second quar 
of 1952. Listed below, by categories, is the total of controlled materials wh 
has been required to meet the needs of the Small Business Hardship Progra 
through March 31, 1952. 


Material requirements through Mar, 31, 1952 


Carbon Steel (tons) 
Plate (tons) aa 
Structural Steel (tons) - 
Alloy Steel (tons) in 
Stainless Steel (pounds) . 36, 841 
Copper Brass Mill (pounds) __- 1, 544, 828 
Copper Wire Mill (pounds) ____- : 81, 142 
Copper Foundry (pounds) - - 91, 535 
Aluminum (pounds) _- ~~~ 3, 213, 818 

If this office may be of any further assistance to you in this or any other case, 
please do not hesitate to write to us. 

Sincerely yours, 
J. L. Kewury, 
Assistant Administrator, NPA for Small Business 


(The following statements for inclusion in the record were submitted 
by persons not appearing before the committee: ) 


STATEMENT BY EDWARD P. MORGAN, DIRECTOR OF ENFORCEMENT 
OFFICE OF PRICE STABILIZATION 


Orrice or Price STABILIZATION, 
Washington 25, D. C., March 12, 1952 
Hon. CLARENCE G. BurRTON, 
House of Representatives, Washington, D. C. 

Dear Mr. Burton: This will acknowledge receipt of your letter of March 4, 
1952, in which you request that, in connection with hearings now being held by 
Subcommittee No. 3 of the Select Committee on Small Business, you be furnished 
with a summary statement of our general policies of compliance and enforcemen 
together with some evaluation of our achievements. 

I am pleased to enclose herewith a statement which I trust will serve your pur 
poses. It was assumed in the preparation of this statement that you would not 
be interested in detailed statistics relating to the number of investigations con- 
ducted, actions instituted, ete. If, however, you desire information of this kind 
or if, in any other respect, you desire an amplification of this statement, | shall 
be glad to comply with any such request as soon as possible. 

Sincerely, 
Epwarp P. MorGan, 
Director of Enforcement 


Enclosure. 





ed 
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ENFORCEMENT 


The organization of an enforcement arm for the Office of Price Stabilization 
and the formulation and execution of policy presented problems unparalleled in 
the history of law enforcement in this country, surpassing in difficulty the OPA 
pa during World War II. A wide variety of considerations had to be kept 
ijn mind. 


The nature of the problem 

Perhaps the most obvious factor is the very size of the problem. Any price- 
stabilization program in this country must, directly and intimately, affect the 
details of operation of well over 10 million different business enterprises. including 
farmers at all levels of production and distribution, dealing in millions of different 
items. To establish ceiling prices for all such sellers and items, hundreds of price 
regulations and orders have had to be and will have to be issued, each one of 
which must be treated, for enforcement purposes, as a separate law, frequently 
suite different from all others 

These regulations would have to be not only complex, if they are to be equi- 
table and cause a minimum of dislocation of existing business practices; but they 
would also suddenly make contrary to public interest, and thus illegal, business 
practices which ordinarily are legitimate and economically sound. 

Che fact that the supply situation is not today as critical as it would be in an 
all-out war period makes the enforcement task more, rather than less, difficult, 
than it would appear to be. Curtailment of the production or sale of any con- 
sumer-goods items has not yet seriously affected markets. During the last war, 
for example, when new automobiles were not generally available for civilian pur- 
chase, there was no real problem in enforcing price controls on the sale of new 
automobiles. 

Moreover, the appeal to patriotism for voluntary compliance lacks the fervor 
in the present ‘‘cold war’’ atmosphere that it held during World War II. That 
at present the inflationary trend is, so to speak, temporarily obscured, rather 
than acute and dramatic, also tends to diminish public awareness of the problem, 
the need for a price-stabilization program and the importance of voluntary com- 
pliance, if only as a matter of self-interest. 

Under these circumstances, it became vital, not only that our program be 
accepted as important but that the public be convinced that it was being fairly 
administered. Fair administration goes much beyond merely writing a regulation 
which is fair and equitable; for a regulation which is not properly enforced is just 
as inequitable as one which is unfairly written. Unfairness of a regulation may 
readily be detected and remedied; unfairness in its enforcement, however, is not 
so readily detected. Equally important, if the enforcement job is not done 
quickly, the snowballing of violations which occurs when. some violations go 
unchecked may cause the whole problem to get out of hand. Honest businessmen 
will be subjected to competitive disadvantage at the hands of their dishonest 
competitors; one geographical area may be discriminated against by permitting, 
through lax enforcement action in other areas, the diversion of scarce items to 
other areas. Also, the general disrespect for one of our regulations would engender 
disrespect for all other regulations. 

While we will, of course, deal with the black marketeers—the willful and 
flagrant violators—and deal with them severely and promptly, we realize that we 
will not have done an effective job unless we recognize also that less flagrant 
violations are just as inflationary in actual effect. It will not be enough simply 
to clean up black markets; for neglecting even the so-called nonwillful violations 
will inevitably and quickly create more black markets. 

The state of compliance cannot be evaluated and inflationary trouble spots 
detected in any area simply by reference to complaints of violations received. 
The average American consumer dislikes being an “‘informer’’; but he must be 
protected against dishonest tradesmen. The average American businessman is 
loathe to report a possible violation by one of his suppliers, if only for fear of 
losing his source of supply; we must nevertheless protect him and protect him 
quickly before his excessive costs force him also into violations. 

We therefore cannot wait for the receipt of complaints before taking action; 
we must adopt something of a “‘surveillance’’ approach to our job. Whenever 
we have some reason to believe that violations exist in a particular industry or 
area, we undertake to spotcheck that industry or that area on our own initiative. 
Such checking must be done with a minimum of inconvenience to the businessman; 
the average honest businessman will appreciate that such activity is not govern- 
mental “snooping”’ but that it is to his own best interests. 
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In determining when where and how enforcement activity is to be undertak: 
the enforcement arm must, for reasons of efficiency, possess a considerable degr 
of autonomy, although it is an integral part of the whole price stabilizat 
program. OPS is not interested in building a record of violations but onl) 
effecting price stabilization with a minimum of inconvenience to business and 
the consuming public. When, for example, price pressures which a number 
retailers may be suffering and which may be forcing them toward violatior 
may be attributable to overcharges by their wholesaler, enforcement acti 
will be directed primarily against that wholesaler and only secondarily agai: 
the retailers 

Because of the vastness and complexity of this enforcement task a staff 
investigators cannot be large enough to look into all possible violations. 

' luntary cooperation of the public, { 


Primary reliance must rest upon the vo 


consumer as well as the businessman It is assumed that the vast majority 
(merican businessmen will comply voluntarily, if only as a matter of self-inter 
Such voluntary compliance, however, would be short-lived if those who refu 
so to comply were not promptly brought into compliance by appropriate enfor 
ment action Thus, the objective of the enforcement arm of OPS is, essentia 


the protection of the great majority of American businessmen, who presumal 
will voluntarily comply, against the economie disadvantege they would suffer 
at the hands of such of their competitors or suppliers as will not so comp 
The further assumption that such a minority of noncompliers will exist is, of 


he primarv reason for the exi nee of the Office of Enforcement. 


coursé t 


De elopment of ope rfrons 

TI e operations to date of the Office of Er rorcement mils ht broadly be dix ided 
into three phases The first was the task of recruiting personnel. This was a 
formidable task: because we were keenly aware that such an investigative and 
law-enforcement body, touchifig so intimately upon the affairs of virtually every 
business in the country, was one which had to be not only technically competent 


but also one which woukd command the confidence of the whole American co 


munity As of the date of this report, virtually all of the 89 OPS district offi 
have heen staffed with enforcement me rsonnel who we helieve satisfy these re 
quirements The total of all OPS enforcement personnel on duty throughout the 


country as of December 31, 1951, was 2,602 of whom 498 are attornevs, 1,375 
investigators and 729 clerical workers 

The second ph Se of enforcement activity. covering the first few n onths of our 
operation, was characterized bv the. general recognition that reasonable oppor 
tun..v had to be afforded to the business community to familiarize itself with our 
regulations and that, during that time, manv violations could be attributablk 
honest ignorance and thus did not warrant the imposition of punitive sanctions 
Much of our time and effort was necessarily devoted to the continuing task f 
staffing and training At the same time, investigations were made of man. 
thousands of businesses. These investigations were intended primarily to deter 
mine whether compliance had been effected and to assist, so far as feasible, all 
businessmen in understanding their obligations and in making the necessary 
adjustments of their records and pricing techniques During this period, however, 
court actions were nevertheless instituted against many business people whi 
indicated an unwillingness to comply, despite fair warning and offers of our 
assistance in effecting compliance In addition, thousands of admonitory letters 
were sent to violators and thousands of conferences were held in our various 
offices in an attempt, usually suecessful, to bring into compliance persons why 
had unwittingly violated our regulations Activity of this kind covered a wide 
variety of different commodity fields (foods, apparel, household equipment 
automobiles, services, ete 

The delay in extending the Defense Production Act of 1950 weakened voluntary 
compliance and rendered the enforcement task more difficult On the other hand 
the wide publicity thus given to the price stabilization program during that peri 
did provide a springboard for vigorous renewal of enforcement activities upo! 
the extension of the act. 

Thereupon, we entered upon what may be described as the third and present 
phase of our program, one of more comprehensive and intensified activity char 
acterized by the freer application of the formal, punitive sanctions provided by 
the act. The price stabilization program, in the Agency's judgment, had beet 
in operation long enough and had been sufficiently publicized to justify (except 
in really unusual situations) the assumption that a violation of most of our regu 
lations might fairly be attributable, if not to willful disregard of the law, then a 


; 
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least to failure to take such practicable precautions as should have been taken 
by any businessman disposed to comply 
Current status 

Intensified investigative and enforcement activity has begun to bring significant 
results and in a wide variety of commodity areas for example, foods, household 
equipment, lumber, metals and machinery, services, automotive) in which the 


need for compliance seemed most important. Over a thousand cases have been 
referred to the Department of Justice for appropriate civil or criminal proceedings. 
Many have already been brough to successful conclusion In manv cases, com- 


pliance has been effected by settlement of the government’s treble damage claim 
against violators. In other cases, particularly where the violations were not 
flagrant, compliance has been effected by requiring the restitution of overcharges 
to purchasers Thousands of investigations now in progress should shortly result 
in the imposition of many more sanctions of this kind 

(Clases are referred for criminal proceedings where a violation was committed 
willfully, even though the amount of the overcharge involved mav not be verv 
considerable. The Defense Production Act prescribes for such violations a penalty 
of a fine of not more than $10,000 or | vear imprisonment or bot! In appropriate 
cases the government may sue a violator for treble damages The value of this 
sanction has been greatly enhanced by the removal. in the 1951 amendments to 
the act, of the former provision which limited the total recovery in such matters 
to the amount of overcharge plus $10,000 

The act requires that all litigation arising thereunder shall be under the super- 
vision and control of the Attornev General 

rhe Department of Justice desires to review completed investigations in 
Washington. In order to expedite the flow of reports of investigation from the 
district offices to the enforcement staff in the national office for final OPS review 
and referral to Department of Justice it was considered essential that there exist 


no intervening regions! enforcement offic However, in recoenition of the -eneral 
responsibility of the vario Regione! Directors for the effective oy eration of the 
stabilization program, a Regional Enforcement Director, reporting directly to the 
National Director of Enforcement, has been assigned to each regional office. His 


primary function is to keep the Regional Director fully acquainted with pending 
and contemplated enforcement activity and to receive the Director’s reeommenda- 
tions for enforcement activity 

Another compelling reason for the elimination of a regional enforcement office 
is our conviction that enforcement policy and activity must be as uniform as 


possible throughout the Nation. Objectivity and uniformity are the heart of 
honest law enforcement in all fields; they are especially important in a field of this 
kind where public support and confidence are unusuaily essential. A direct line of 


communication between the National Office of Enforcement and its operating 
field offices is best calculated to achieve those ends. 

We have been extremely conscious of the need for constant guidance by and 
instruction from the national enforcement office to the various field offices 
Instructional memoranda have been prepared and sent to such offices on a wide 
variety of subjects of both a substantive and procedural nature. To date, about 
130 such memoranda have been distributed Among the more significant of 
those items are the Manual for Special Agent-Attorneys, a booklet which covers 
comprehensively many legal problems anticipated in connection with our en- 
forcement activity, as well as a Manual for Special Agent-Investigators. a pam 
phlet covering matters which might be relevant in the conduct of effective investi- 
gations, All such material undergoes constant reexamination and revision in the 
light of continuing experience 

\ series of training courses has been held under the supervision of the Nationa 
Enforcement Office In these conferences, field operating personnel, both at- 
torneys and special agent-investigators, have received uniform instruction and the 
opportunity to communicate their problems to National Office personne! This 
kind of supervisory activity is contemplated as a continually recurring one 

To help achieve efficienev it yperation, as we as maximum uniformity of 
operation, qualified inspectors periodically Inspect eact or the 38 operatins 


or es This inspection covers not onlv investigations and processing OT particular 


‘ases but also such administrative matters as correspondence control. statistical] 


reporting, and similar matters 
The price stabilization agency is but one of many different government agencies 
participating in the over-all defense production effort and effective liaison has 


been established between OPS enforcement personnel and appropriate units in the 
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National Production Authority, Wage Stabilization Board, Federal Trace 
Commission, Department of Agriculture, Office of International Trade, Federa 
Bureau of Investigation and other agencies. Information and suggestions 
exchanged between OPS enforcement personnel and the enforcement and ot! 
units of such agencies have been mutually helpful. 


7 


Meat enforcement program 

Illustrative of how comprehensive enforcement activity has been undertaken 
in particular commodity areas and, to some degree, illustrative of the results 
achieved, is the enforcement program in the vital area of meat. The Office 
Enforcement has always recognized that its investigative and enforcement activit 
would have to be selective in the sense that its limited personnel could most 
yrofitably concentrate upon the more strategic points in channels ol distributio: 
rhus, while violations at the retail level cannot be overlooked, it is apparent that 
obtaining compliance at lower levels of distribution is strategically more profit- 
able. To a large extent, obtaining voluntary compliance by retailers consists 
attempting to minimize pressures upon them in the form of excessive charges 
by their suppliers. 

These considerations dictated the operation of the meat enforcement progra: 
In August, for a number of reasons, among them the elimination by Congres 
of the slaughtering quota program, a sharp rise in the prices of live cattle occurr: 
That such a rise would quickly reflect itself in price increases for wholesale and 
ultimately retail cuts was apparent: and actual market conditions soon confir: 
this. In September, after careful preparation by national-office personne! 

a program of enforcement directed toward obtaining maximum compliance vw 
CPR-23, which imposes certain restrictions on the prices which slaughterers n 
pay for live cattle, detailed instructions were sent to all district offices for 
investigation of all slaughtering establishments within their respective areas 
These instructions provided not only suggested investigative techniques but al 
information about particular establishments or areas which seemed to deser\ 
priority of investigation. (For example, newcomers to the industry suspect: 
of having entered the field for the sole purpose of taking advantage of the current 
supply situation and other establishments whose previous records on inv 
tigation indicated the possibility of violation.) Consultation and cooperati: 
with other Government agencies, Federal and local, was very helpful in the 
planning for and execution of this drive. 

To the date of the writing of this report, investigations of 5,596 slaughteri: 
plants had been conducted by approximately 1,100 enforcement agents. Of t! 
investigated, 2,321 were found to be in violation of one or more requirements of 
the applicable regulations. The nature of the violations disclosed by thes 
investigations was of a wide variety. In addition to the more obvious over 
ceiling transactions, actually recorded on the books of the subjects, many of 
more elusive violative devices like short weight, tie-in sales, false grading, « 
were also uncovered. Three hundred and thirty-seven criminal and injunction pro 
ceedings have been instituted. One hundred and ninety-nine of such injuncti 
ceedings have already been successfully concluded. This data is limited 
this one enforcement drive. It does not purport to reflect all activity in 
field. Somewhat in the nature of a byproduct result were widespread invest 
tions of violations at the wholesale meat level. These already have resulte 
the institution of about 50 court actions, with many more in prospect. 

An examination of the index of cattle prices for the 13 weeks following the st 
of this activity provides graphic illustration of the effect of this drive at 
slaughtering level. Whereas the prices paid for cattle in all grades in all of 


major markets increased steadily from the ead of July to the week befor 
start of the drive, after only 2 weeks of such activity there were significant 

in prices, And at the end of the thirteenth week prices for all grades wer 
within compliance levels. In many areas, local packers, who had previ 
been in hopeless competition for live cattle with newcomers to their markets, 


} ; 


able to purchase cattle in compliance with CPR-23 for the first time in 2 m 


Enforce ment n other hela 


That similar results have been achieved in other areas and at other le\ 
distributio ma be illustrated bv the enforcement program directed to o 
ing compliance with Ceiling Price Regulation 7, the basic retail regulation 
ing most retailers ipproximatels 300,000) of nonfood items. Investigatic 
approximately 35,000 establishments and the institution to date of 150 


actions ha resulted in a remarkably high degree of compliance in this area 
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Widespread price surveillance activity in the metals, lumber, chemicals, and 
other fields peculiarly important to the defense production effort and the institu- 
tion of court proceedings in many cases of violation, with more in prospect, have 
had a marked stabilizing effect on price levels in these areas. 

The field of consumer services, such as laundries, repairs, etc., an important 
but unusually elusive one because of the relative smallness of the many hundreds 
of thousands of such establishments, has been given comprehensive treatment 
of a similar nature and with gratifving results. 

In the areas in which market conditions, now apparently ‘“‘soft,’’ may be ex- 
pected to become troublesome in the near future, the Office of Enforcement has 
recognized its responsibility by close cooperation in the drafting of additional 
regulations and by the preparation and issuance of appropriate instructions to 
the field enforcement personnel. Anticipation of our problems, a first major 
step toward their solution, has been and will always be of major concern to us. 





STATEMENT BY JOHN PECKHAM, DIRECTOR, COMPLIANCE DIVISION, 
NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE 


DEPARTMENT OF COMMERCE, 
NATIONAL PrRopucTION AUTHORITY, 
Washington >, March 14, 1952. 
he Honorable CLARENCE G. Burton, 
Chairman, Subcommittee No. 3, Select Committee on Small Business 
House o} Re presentatives, W ashinaton 25, dD. cs 
DeaR Mr. Burton: In accordance with your request we are transmitting 
twenty-five copies of a written statement covering general policies and other 
nformation regarding Controlled Materials Plan compliance and enforcement 
inclusion in the 1 I 


Respectfully yours, 


rd of hearings of vour Committee. 


JoHN PECKHAM, 
Director, Compliance Dir sion 


STATEMENT OF JOHN PecKkHaAM, Director, CompniaNnce Division NATIONAL 
PropuctTiIon AvuTHORITY, DEPARTMENT OF COMMERCE TO SuURCOMMITTEE No, 
3 oF THE House Smatt Business Commitree Marcu 14, 1952 


rhis statement is made in response to vour Chairman’s letter of March 3 





1952, requesting a written statement for inclusion in the record covering gen ral 
licies of compliance and enforcement, warehouse difficulties (if anv), problems 
rising from CMP tickets uncashed, and any special problems of compliance and 
forcement, particular with respect to premium pri markets, duplicate 


orders, excessive inventories, cooperation between NPA and OPS, a 
tion of achievements 





As vou recall, I had the honor of submitting a statement to vour Committee 
August 16, 1951, and in addition thereto a statement was furnished on that 
late by Mr. Robert H. Winn, Assistant General Counsel! of NPA in charge of 
ympliance and enforeément activities. Agai on October 18, 1951, I had the 
pportunity of offering oral testimony to your Committee on compliance. I 
sider It an honor to again have an opportunity to furnish you information 


concerning our activities 


The Controlled Materials Plan was initiated on July 1, 1951. Even prior to 
his time, the Compliance Division of NPA was preparing its plans for obtaining 
ympliance and enforcement of the proposed CMP regulations in this connec- 
on, compliance and enforcement problems encountered under CMP by the 
War Production Board were studied to insure against repetition of the same errors, 
nd a list of the major consumers of the controlled materials was compiled. A 
inuous examination of these companies was initiated imme telv after the 
irt of CMP, and it is believed that this has mat ally assistec n making 
MP successful 
| reneral po fe nee 1 « I nt a to « mpliance 
h NPAT lations iers thro I ur ( | com- 
volved, but if ur thro ! t ) n 
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During the transition period of CMP from the priority band or D. O. syste: 
in the third and fourth quarters of 1951 this office received numerous aoe ylaint 
from manufacturers to the effect that they were unable to place or cash CMP 
allotments. Since the first of this vear this office has had ve ry few complaint 
from business, either large or small, that they have been unable to place the 
orders. This is another indication that CMP is working effectively. 

With reference to the premium price market, it has about disappeared 
the ability of companies to cash their CMP tickets. 

The problem of duplicate orders has always been one which gave us mu 
concern As a result, we have centered our investigative staff on this probk 
and believe that major steps have been taken to reduce this type of operat 
to & minimum 

The problem of excessive inventories has presented a major problem . 
December 14, 1951, we undertook a national survey of approximately 2,500 
cerns in an effort to ascertain the general effectiveness and practical applicabilit 
of the inventory control regulation; to gain a general idea as to the extent 
compliance or noncompliance by industry; to obtain suggestions for the improv 
ment or modification of the regulations; to create an atmosphere in which CMP 
consumers would take effective action to reduce their own inventories wl 
ssary and to reduce allotments in those cases in which such action was war 


nece 

ranted This survey was discontinued on February 15, 1952, and the results ar 

action to be taken are still under consideration There is every ir lication tha 

this survev has had a considerable effect in acquanting industry with NPA reg 

ti und in turn has effected substantial compliance with inventory regulation 
At the present time, approximately 20 companies throughout the country a 

under special vestigation with the intention of taking the necessary admi 


trative or criminal action to bring about immediate compliance on their par 
Additional investigatior of other companies where there has been discovered 
indication of possible noncompliance will be undertaken as personnel becomy 
available 

There has always existed the most cordial and cooperative attitude betwe« 
the compliance officials of NPA and OPS. We are in constant liaison with OPS 
and will continue to furnish information which will be of mutual assistance. 

An indication of the very close operations maintained between this office and t 
Office of Price Stabilization is exemplified by the fact that we have furnished tha 
nstances of price violations which came to our attention throug 
the investigation of cases involving alleged \ ee itions of NPA regulations. Mors 
over. onlv recently all of the field offices in the Department of Commerce, whi 
are the operating units for the NPA ncaiienan Division, have met with regiona 
representatives of the OPS and are currently working with them on various pro} 
lems where we have concurrent interest 

Our relations with the OPS, both on the national and local basis, are genuine and 


agency many 


continuing. 
While it true that certain NPA regulations and orders are or appear to bi 
complex, every effort has been made to simplify them. One of the most difficult 


for nd istry to comply with is CMP Regulation 2, Inventory Control, and, 
ted, this regulation was made the subject of a special survey 


previou lv indica 
It is anticipated that certain changes will probably be made to increase its effectiv: 
ness and to effect simplification. The Compliance Division constantly makes 
recom! lations for changes in regulations as a result of information gathered 
through its investigations and surveys 

There have been several cases of wilful noncompliance which have been for 
warded to the Just Department for criminal action. Many other cases ha 


been presented to NPA Compliance Commissioners where the subject is affords 
an opportunity to present his case, and if he is not satisfied with the decision of t} 
Commissioner, he has recourse to the courts As a general rule, we endeavor, of 
course, to obtain compliance through voluntary action on the part of industry) 
However, it is felt that regulations have been in existence for a sufficient peri 


of time so that all of industrv should be acquainted with their existence and co: 
wel it is safe to sav that the emphasis is now shifting from an educationa 
progran to that of enforcement 
You will note from my testimony before your Committee on October 18, 1951 
that we are woefully understaffed. At present we have approximately 230 
investigators and 15 enforcement attorneys in the field. Nevertheless, because « 


yn the part of Compliance and Enforcement, it is felt that 
Materials Plan has been made to work effectively and ha 


I l 


an agere ive 
general the Controlled 


materially assisted small-business concerns to remain in business 
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During the past 8 months, thousands of large and small users of controlled 
materials have been checked to ascertain if they have been complying with NPA 
regulations. As a whole, industry has been most cooperative with NPA and has 
shown a disposition to voluntarily comply with our regulations. Many cases of 
noncompliance have been discovered but a comparatively few could be considered 
sufficiently significant or willful to warrant enforcement action. However, in a 
number of cases, and in others that are pending, necessary administrative or crim 
inal action has been undertaken In general, it is believed that through our 
vigorous compliance and enforcement action, together with our constant and 
continual audit of the large consumers of controlled materials, we have to a con 
siderable degree CALS d ind istry to comply with regulations resulting in an equit 
able distribution of materials which has had its beneficial effect on small business 
and also contributed to the preparedness program. 

| have tried to set forth in cursory form the information vou requested, but if 
here are any additional facts or details that vou might desire I shall be glad to 


rnish such information promptly. 





STATEMENT OF ALVIN MAYNE, DEPUTY ASSISTANT ADMINISTRATOR FOR 
OFFICE OF PRODUCTION ANALYSIS, NATIONAL PRODUCTION AUTHORITY 
DEPARTMENT OF COMMERCE 


[ am submitting statistics on estimated increases in supply or of capacity of 
y iron, steel ingot, aluminum, a! i copper for the perio is 1950 to 1954 


In connection with the copper and aluminum statistics, it is necessary that 


ire be used in relating th figures to statistics from other sources since these 
tals come onto the market in mar forms Th copper statistics in the accom 
uinving table refer to new supply of refined copper which is derived from new 
tic mine production and imported ores and concentrates after refini 
rts of refined copper and retined old scrap The metal weight of refined 
pper does not include the ew scrap which is ge nerated by the processors and 
not include the weight of allovs such as zine 
In the case of aluminu CW rap supplies generated by the processors have 
t been included and the total new supplv includes primary aluminum, secondary, 
nports. Since expansio s taking place principally in primary aluminun 
irate figures are given for primary aluminum supplies, 
nds of si ‘ 
D Recover 
a from old Impor Tota 
. scrap 
109 {Ss 650 2 044 
120 4% 4X0 1014 
1 460 Of 1. 950 
wu 4 0 1, 999 
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Pig iron and steel ingot capacity, 1950-54 


(Short tons] 





Pig-iron Steel ing 
Date capacity capacit 
Jan. 1, 1950_. | 70, 389, 000 | 99, 392 
Jan. 1, 1951 70, 389, 240 | 104, 22 
Jan. 1, 1952 : ‘ | 72, 700, 940 | 108, 58 
Jan. 1, 1953 “ 79, 354, 610 | 119, Os 
Jan. 1, 1954 ; 81, 808, 550 | 123, 108 


Source: Nationa] Production Authority, Iron and Stee! Division 





STATEMENT OF WENDELL E. BUTLER, PRESIDENT, ALLIED FARM 
EQUIPMENT MANUFACTURERS ASSOCIATION 


WaTERLOO, Iowa, March 4, 195 
Mr. Vicror P. Damas, 
Executive Director, House Select Committee on Small Business, 
House Office Building, Washington 25, D. C. 

Dear Damas: Attached is my statement for the hearing record based upon 
survey of our membership, which we have just taken, on the operation of s! 
farm equipment manufacturers under Controlled Material Plan. 

I hope this gives you the information you desire, and that the conclusio: 
have drawn are clear and pertinent. 

If I can be of any further help, please let me know. 

Kind personal regards. 

Very truly yours, 
ALLIED Farm EquipMENT MANUFACTURERS Ass’N., 
WENDELL E. BuTLER, 
President. 


Enc.—Statement. 


STATEMENT OF EXPERIENCE OF SMALL FARM EQuIPpMENT MANUFACT! 
OPERATIN UNDER THE CONTROLLED MATERIALS PLAN AND CONDIT 
FACING THE SMALL FARM EQuIPMENT MANUFACTURER TODAY 


Prepared for the House Select Committee on Small Business by Wend 
Butler, president, Allied Farm Equipment Manufacturers Associatiot 


Gentlemen, the small farm equipment manufacturer is probably more conf 
today than at any time in his history. A few weeks ago he was confronted 
the very real threat of an extreme steel shortage and did, in fact, face 


shut-down and perhaps bankruptcy because of his inability to secure materia 


his products from legitimate sources of supply. The only apparent re 
him for some time, as you will remember, was equally disastrous because it 
purchasing materials at extreme premium prices from the black or gray n 
He looked forward with hope to the perfection of the operation of Cont 
Materials Plan, but of course during its early stages of operation experi 
great deal of difficulty in placing orders for steel to the extent of the allot: 
mad to him by NPA 
N \ t¢ ud eniy the extreme sh rtage of stec | seems to } ave vanishes 
the feeling that steel will very quickly or already quite plentiful becom 
and more prevalent \t the same time, demand for his products has ten 
leere d te largely as a re of i r conditions and »p ! 
ast fall, as well as the normal occurrence of the low point the s sf 
far ent d g tl t t f De iber and Ja ry He fa 
ru er it ( ru beca " Dec ir } i " 
f ¢ ents as soo is ring ) farm ) 1 
I . is the I ve fr implem sa 1 ‘ 
t l Stat Departn t of Agi re food d fib mais of t 
xpectatior ( pled ‘1 h this ( is e et 
I f ! iplications caused 1 new " il emer ! 
I ' ep ) i the de | 10 ) ram und 5 agal 
€ ‘ . - 
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optimism and enthusiasm of a sales manager, the ingenuity and long-range view 
of & production manager, the conservativeness of an attorney, and a broader view 
and knowledge of world economic affairs than is even possessed by top statesmen 
who themselves cannot seem to accurately forecast change in world event. In 
other words, he must not only try to run his own business, but in addition try to 
out-plan and out-guess national and world planners. 

From this state of confusion it is a little difficult for us to give you a clearcut 
picture Of present-day operations under CMP, but based upon a survey of our 
membership taken within the last 5 days, we offer you the following conclusions 
regarding Our experiences and our conditions. 

1. Approximately 50 percent of the small manufacturers surveyd were un- 
able to place with legitimate supplier their entire fourth quarter allotments 
of steel and other controlled materials. The amounts of allotments remain- 
ing unplaced at the end of the fourth quarter ranged from 10 percent to 55 
percent, with an average of about 25 percent. In almost all cases, the ma- 
terial was apparently needed and could have been used by the manufacturer 
had he been able to place orders for it. 

2. Ten percent of our members surveyed were still forced to use the black 
and gray market as a source of supply for materials during the fourth quarter. 
Premium prices paid for the black market ranged from 20 percent above 
normal market price to double market price. It is our feeling that ceiling 
price Regulation No. 98 as issued by the Office of Price Stabilization, quite 
largely on the suggestion of our association and through the insistence and 
help of your committee, has done a great deal to control the black and gray 
market. Prices asked by those calling themselves steel brokers have dropped 
considerably until at the present time they are not too far above normal 
warehouse price, although in most instances they are still above the legiti- 
mate warehouse price, and in some cases, even above what we interpret to 
be the ceiling price as calculated under the formula set up by CPR 98. Such 
possible violations of the order are, of course, being reported to Office of 
Price Stabilization as discovered. Unquestionably, of course, the change of 
balance between available supply and demand for steel has likewise had a 
very definite effect on the price of steel from such sources. 

3. Approximately 25 percent of our members are still reporting extreme 
difficulty in placing orders for the first quarter of 1952. Those reporting 
difficulty seem to be unable to place between 35 percent and 50 percent of 
their first quarter allotment even at this time when the first quarter is two- 
thirds gone. Undoubtedly, much of this difficulty arises from the old prob- 
lem we have mentioned to you before, of the fact that many of our members 
are new small manufacturers having little or no mill buying history and, 
therefore, are still experiencing, in spite of the apparently increased supply 
of steel, a great deal of difficult 

4. The types of material which seem to be most difficult to procure, as 
you might well guess, are galvanized steel sheets, aluminum sheet, cold 
rolled shafting, alloy steel and brass 

In addition to these factual conclusions drawn from the survey, I thought you 
vould be interested in having an expression of opinion from our members as to 
vhether they felt CMP controls were any longer necessary and would serve any 

irpose in the near future. In response to this query, a little over one-third of 
members said they thought CMP and other Government controls were no 
ger necessary and should be removed immediately 
|! admire their backbone as redblooded Americans, but because of present-day 


culty in becoming accepted as mill customers 





ditions as well as the rather substantial and sound reasons given by the re- 
ing almost two-thirds of our members, \ se opinion i CMP was 
e definitely still necessary for a little time vet, we feel t go on 
1 with vou today as an associatior aving that the 
has apparently just started to function somewhat eq 
fusio f tl on e feel it still nec sary tor 
ire equitable Vilai materiais 
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world events, and not yet being fully convinced 0: the balance between supply 
and demand, we recommend that controls and the Controlled Materials Plan be 
continued at least temporarily. 

We do recommend very definitely, however, that a great saving to many smal] 
manufacturers, as well as a saving of expense in personnel in Government offices. 
could quite easily and reasonably be effected immediately by increasing the amount 
of controlled materials which a manufacturer could consume on the self-certifica 
tion basis if small manufacturers using 100 tons of steel per quarter or less were 
allowed to do so on self-certification of purchase orders without the burdenson 
task of making out CMP applications. Both the small manufacturer as well as 
the NPA would be saved a tremendous amount of work. 

Under present conditions, many thousands of CMP applications flow into NPA 
offices each quarter, asking for very small amounts of material. Large numbers 
personnel are required to go over these applications, and in many cases, 1 
reducing them at all, and if reduction is, the accumulated saving is so smal! that 
makes little or no difference in the over-all picture. It may very well be t)! 
after a short study of the size of applications now being processed by NPA for t 
third quarter of 1952 the exemption limit could quite reasonably be raised to 
high as 200 tons per quarter in order to effectively reduce the needless red tape 
CMP both for the manufacturers as well as for NPA. 

We sincerely recommend to you that you take up immediately with NPA ¢ 
idea of setting this self-certification limit substantially higher than it now is 
order to reduce measurably the number of firms who must necessarily file CMP 
applications. We feel that conditions are such that this can reasonably be do 
immediately without any danger to the over-all operations of CMP and with 
ill effects on the supply and demand situation. 

We further recommend that while many items could well afford to be reliey 
from control by the Office of Price Stabilization, CPR 98 controlling the price 
steel is still very essential to the Nation’s economy and is doing absolutely no har 
to the legitimate producers and sellers of steel and steel products. 

We sincerely appreciate this opportunity to place before you these facts ar 
suggestions regarding conditions in our segment of the industry at this time, a: 
hope that this information will be helpful to you in forming an over-ali pict 
that will guide you to act in the best interests of small business, 

(Following are two articles from Implement and Tractor, publica 


tion of the Allied Farm Equipment Manufacturers’ Association, sub 
mitted for the record. 
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Reprint of oe advertisement appearing im the Washington, D.C. Post, Friday, October 26, 195 


A Message in the Public Interest 


Why Must We... 


GAMBLE ON FOOD - AGAIN? 


€ fp MERIDA faces the grav langer of not reaching the food 1951 Nature ha licatior ne of her 
f r ction goals for 1952 and 19 3 a ‘ e © cr : was 
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IMPLEMENT &- TRACTOR 


“The Business Paper of the Farm Equipment Industry” 
KANSAS CITY, MISSOURI 


Reprents of the: message available upow request 
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A Message in the Public Interest 


YOU GOULD GO HUNGRY! 


Sounds fantastic doesn't it? But ft can happen bere. Yes, right here in 
the good old U.S.A. where « food shortage has never before been known. 
The truth i that one bad crop year and America could go hungry, because 
food surpluses are now a myth What's more, farm production is threatened 
by a serious curtailment in the output of farm equipment 

If you ntereated in eating regularty—and who isn't—youll want to 
know more alk this threat to the nation's welfare 

Here are the facts 

Our reserve supply of surplus foods is our best insurance against bed 
growing weather and jean crop years. But these reserves have dropped con- 
siderably since Korea. The carry-over supply of wheat, for example, is one- 
third of the annual amount needed to feed America. The corn carry-over 
amounts to only one-fifth. And the total stocks of dairy products, canned 
fruits, vegetables and other commodities, once stashed away in astronom- 
ical quantities by the government, are only half of what they were before 
Korea The supply of cotton is only one-eighth of the annual requirement, 
reflecting the critical fiber situation. Bear in mind that these reserves are 
our bulwark against hunger and nakedness. They're vital in feeding and 
clothing our growing population, the armed forces and friendly nations. 

The fact that food reserves are dropping is important because we have 
more mouths to feed than ever before in US. history. The population of this 


* 7 * * oe 7 . . * * * 


A Message to National 
Policymakers and Steel Executives. . . 


tt tokes 3 million tons of stee!, approximately 3% of 
total steel output, to make enough farm equipment 
for all-out crop production to feed our growing 
population, the Armed Forces, friendly nations, and 
to build up our food and fiber reserves. It's essentio! 
that this industry receives enough steel so thot 
America's patriotic farmers have the tools they need 
to do the job! 


country has increased 20 million in the past ten years. It's growing a 
rate of 2 million a year. A week from today 58.260 “new” Americans + 
demand food. What's more the world birth rate is such that there w 
50.000 more mouths to feed tomorrow morning 


But we're lasing ground. Right now the US. is consuming food at « 
greater rate than farmers are producing it. The experts say we 
more food and fiber next year than we will turn out this year if we « 


meet civil: military and internat al commitments 


To provide the food needed requires all-out production, according t 
U.S. Department of Agriculture. With virtually the same amount of 
land, farmers must increase the yield per acre. But farmers can't d 
job without the farm machines, fertilizers and pesticides needed. [n a wor 
they need the tools! A recent survey by the USDA shows they need | 
cent more farm equipment and 20 per cent more repair parts than were 
produced in 1949, when a near record volume was turned out 


Farm Means Food ;.:». 


now mechanized must be converted to power farming. There must be » 
quate production of repair parts, farm supplies and new machines to rep acs 
those worn out on farms already mecbanived. Apprecimetely 1 hw 
workers left farms for city jobs in the past five years. There are 1 
fewer farm laborers today than twelve months ago. The cruel fact is | 
aren't enough farm hards to give us all-out food production. The rem 
that farmers must depend om machines 

It's obvious that the key to stepped-up farm output is stepped-up prow 
tion of farm equipment 

The farm machines that should be coming off assembly lines now arr 
gently needed for next year’s tilling, planting and harvesting, but t 
aren't being made in sufficient quantities. Why’ It's because manufact 
ors aren't receiving the steel and other critical materials needed t 
them. What's more, the wholesale and retail inventories of farm 
ments are rapidly being depleted. Certain of the more important units hare 
not yet caught up with the pent-up demand resulting from World Wa 
The fac re clear: it's in the best interest of this country to assure « 
quate production of farm equipment 

A recent survey of farm equipment manufacturers showed that ov 
per cent were not receiving the stee! authorized under NPA's CMP pro 
The steel mills report they are booked to capacity with other certific 
It’s all too apparent that farm equipment is not receiving any better pr 
than many far less essentia) products. This critical shortage of basic ms 
terials is affecting all farm equipment manufacturers—large and smu 
The result is that prod of farr pi is dropping when it show 
be going full blast to turn out the n.achines that mean food for millions 

Let's see to It that this industr) » requirements receive the high priority 
te which they are entitled. 





. 
Farm equipment means feod——vital to peace and security ” 


IMPLEMENT & TRACTOR 


“The Business Paper of the Farm Equipment Industry” 
KANSAS CITY, MISSOURI 


Raeprtets of thin message evetlable =pow request 
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a Budget Serese No. 93-R-21! Appr vel Expires Pebruary 15 1062 
rors NPAF- 148 U.S. DEPARTMENT OF COmmmRcE |! Comtrolled material 
2-4-5! NATIONAL PRODUCTION AUTRORITY 
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od 
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AUTHORIZED CONTROLLED BATERIAL ORDERS 
' 
= . _ : 
INSTRUCTIONS - Submit three (3) copies of this re- |* "PA Iadustry Division or claimant agency 
| quest to the appropriate Controlled Materials Div- 
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Exaipir 1—Continued 





8. Have all these suppliers been contacted with respect to anaccepted orders? State types of products 
you bave attempted to obtein and resalts. 








= - — 
9. Have other suppliers been contacted? State facts. 





INSTRUCTIONS 
This form is to be used to request assistance Current quarter is quarter in which report is 
from the National Production Authority in se- ftled. 
curing acceptance of authorized controlled sa- 
terials orders. It is not to be used to sove 
up delivery dates of accepted authorized con- 
trolled saterials orders. 


Under previous Purchase Record show nase of 
supplier, sill or warehouse, separately for 
each steel, copper or slusinus product. 


If you cannot list all your suppliers on this 
forms attach a sheet of paper to the fors. 


Make a seperate request for each controlled 
material; i.e. steel, copper and slusicus. Do 


not sake a se t tr llot t 
a ee wieredernen Forward this sheet, with complete data, to the 


syebol for the same controlled saterial. appropriate NPA Control led Materials Division, 
Por steel report quantities in net tons, for in the NEW General Accounting Office Building, 
copper and alusinus report is pounds. Sesbington, D.C. as follows: 


Assistant to’ the Director Chief, Production and Pacilities Section 
Iron and Steel Divisions Fire Mill Branch 
Roos 2-6-7 Copper Division 
Chief, Production Pacilities Roce 2-E-14 
and Scheduling Section Chief, Production Sectioa 
Poundry Breach Brass Mill Branch 
Copper Divisions Copper Division 
Room 2-H-12 Room 2-I-13 
Chief, Prodects Branch 
Alaminue and Magnesium Divisioce 
Roos 2-8-1 








nee “—. apeproeane’ conteap =6 & official executing this certification on its behalf 
cer y the e information contet: in this lication or 
the best of their Knowledge and belief. — eo ee 


By 


mene of Compeny Sigueture of suther ised Of ficial 














address of Company Title 





The 0.5. Code, Title 18 (Crimes and Criminal Procedure), Section 1001, forserly Section 80, sakes it « criminal offense to sate 

@ vilifully false statement or representation to ay depertasst or agency of the United States as to any matter within ite juris 

Giction. The individual company inforeation reported om this fore is for use in defemse aobilixation ectivities. we 
access to individual o inf ion are subject to ties for unauthorised disclosure. 











Pore MPAP-148 (12-4-51) 
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EXHIBIT 2 
EXECUTIVE OFrFIcE OF THE PRESIDENT, Orrice or DEFENSE MORILIZATION 


WASHINGTON, D. C. 
For AM release 
Wednesday, January 23, 1952 
OD-AB (1—22-52)—No. 87 
ik Xecutive 3300—Ext. 2201] 
Directoc of Defense Mobilization ¢ harles kk. Wilson released todav the recom 
ndations and principal findings of a Steel Task Group which he named last June 
appraise the adequacy of present and planned capacity of the steel industry 
» meet military requirements, and to evaluate the supply available for all other 


The Task Group was headed by Hiland G. Batcheller, Chairman of the Board 
of the Alleghenv Ludlum Steel Con pany of Pittsburgh and Director of the Iror 


and Steel Division of the War Production Board during World War II The 
ask Group was composed of 36 members, most of them experts in the field of 
<tee] productio! 

rhe group held numerous meetings with steel industry representatives, other 
steel experts, steel consumers and Government officials before arriving at its 

clusions 

Mr. Wilson has written the members of the Group thanking them for their 
personal sacrifice in terms of time and convenience and saving that the data and 
onclusions contained in their report represent a valuable piece of information te 
the defense mobilization effort 

The Group’s recommendations are quoted textually from the report as follows 
With reference to the over-all problems related to an adequate supplv of stee] 
for the future, we strongly urge that vou give the following recommendations vour 
itmost consideration to assure integrated and realistic programs 


‘I. SUPPLY OF STEEI 


If planned facilities are to produce from 118.000.000 to 120.000.0000 ingot 
tons of steel, an adequate supply of raw materials is obviously essential. W: 
recommend, therefore, that 

] In order to supple ment the diminishit v supply of domestic high-grade ore 


action be taken to encourage and aid in every way possible programs now under 


way designed to beneficiate low grades of ore (Taconite and others) in order that 
may be utilized economically and, further, that encouragement and aid bs 
nded to those who are ndertaking serial surveys with the aid of the mag 
netometer and gravitometer, with the objective of locating possible new deposits 
lomestie ore Any favorable results from such projects would reduce our 
lependence on foreign sources in case of a global war. 
2. Continued effort to crease the supply of scrap necessary for sustaining 
steel production by historical pattern, and also a complete study to more accu! 
letermine the ava Hit I scrap for this purpose and to pr vide for any 
deficiene,s bv supplementing presently recognized sources of metallic 


very means DOSSID IE 


, New sources must be cade ClOope ! to proy le additior l manganese, a pri 
requisite for total steel production, for which there is little assurance that 
equate supplies will be available from present sources for either current re quire 


ents or future needs 
t+. The supply of allovs and coating materials should receive continuous vig 


nee due to their strategic importance. the great depende1 ce on foreign sources 


1 the necessitv to create adequate stockpiles for a future emergeney We are 

aware of the fact that much constructive work is being done in the various 

{ ernment agencies in regard to the supplv of alloving elements We feel this 
r 


rt should be encouraged and expanded, particularly in the following respects 

“(a) To study and recommend all possible means of increasing domestic 
production and the importation from other countries of those alloving els 
ments which are in short suppl 

b) To study the present stockpiling program and to evaluate the present 

production needs of the industry against the available supply of materials 
and to direct such changes in the present program as mav be necessary. 

“(e) To eonsolidate the studies of the various technical committees 
assigned to the problems of conservation and substitution of these materials, 
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and to support such recommendations as may result. This part of 
program should be along lines that resulted in the development of the 
tional Emergency grades of steel during World War II. 

‘5. In connection with the importance of iron ore and alloying materials f: 
foreign sources, it must be emphasized that interference in the delivery of t! 
increasingly important foreign tonnages, as occurred in the last war, c 
vitally affect the maximum production of steel in this country. Protect 
measures are obviously the responsibility of the military authorities. 


“II, STEEL FOR MILITARY REQUIREMENTS 


‘We have expressed our opinion that the expansion program of the indus 
as now planned, will provide steel capacity on an over-all basis sufficient to 1 
military programs, as presently defined, with a substantial surplus available 
other purposes. We particularly call attention, however, to the possibility 
serious delay in the production of one or more of the weapons of war, in case | 
is an unexpected military requirement for any individual steel product. 

‘The pattern of finishing facilities, as now scheduled, is largely the resu 
judgment on the part of the managements of the various producers. We stro: 
recommend that these finishing facilities be reviewed to establish their relations 
to military programs, and we further recommend that the industry be 
currently informed during the development of long-term military programs 
order that appropriate adjustments in finishing facilities, if required, may be 
in time to meet actual production needs. It is particularly important that 
requirements be defined in terms of mill products. 

‘In normal times many of the problems outlined above are the functic 
experienced management in the approximately 200 companies which com, 


the steel industry. During the period of defense mobilization, and particu 
for the duration of government controls, it is believed that these problems car 
met only by enlisting the aid of skilled men from the industry. It is, theref 
recommended that the industry be requested to staff, with qualified men, t 
departments of the various government agencies having the responsibilit,s 


the production and distribution of steel and the establishment of ultimate 

“With such skilled assistance it should be possible to compile more accur 
estimates of total steel requirements of present military programs prop« 
phased to conform with the expected production schedules and including fact 
estimates for components, machinery and equipment, classed as B products, w! 
represent a substantial proportion of the total military needs. It should 
be possible to make an accurate appraisal of steel requirements for full mol 
tion. While considerable effort has been given to the computation of milit 
requirements, it has been impossible to uncover any source that could pro\ 
a really comprehensive estimate of total steel requirements, broken down 
mill products, properly phased by quarters for the next four or five years. \\ 
respectfully point out that the lack of such information makes it impossib| 
give you anything more than conditional or approximate answers to your 
tions regarding the adequacy of steel.”’ 

Other highlights of the report are summarized as follows: 


I. Supply 

As of January 1, 1951, the rated capacity of the steel industry was 104,230,0/ 
net tons of ingots. The announced capacity of 108,587,670 ingot for Jar 
1, 1952, represents an increase of 4.3 million tons, or 4 percent during the pas 
year. Planned capacity as reported by steel producers has been schedule: 
reach 118.1 million tons by January 1, 1953, and 120.3 million tons by Januar 
1, 1954 

If these goals are attained as scheduled, the total ingot capacity of all producers 
(some 200 in number), at the end of 1953 will represent a total increase of 15. 

recent since January 1, 1951, and an increase of 26 percent since W 
Var II. 

In support of the increased ingot capacity, pig iron capacity is scheduled 
increase from 72,500,000 tons to 81,000,000 tons by January 1, 195%. ‘| 
currently, adequate finishing facilities will be provided to convert the ingots int 
finished mill products. After the completion of this survey, additional expansi 
plans were reported which, if carred out, would increase the industry’s ingo' 
capacity to 121.7 million tons and pig iron capacity to 83,800,000 tons by Januar) 
1, 1954. 

The expansion of the steel industry to its goal of 120.3 million tons by January 
1, 1954, can only be achieved if it is carried forward as now planned. 
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Any action taken to delay this program will postpone the production of ad- 
jitional steel for future requirements. It should also be realized that the inter- 
lependence of different phases of this expansion requires adherence to a coordi- 
ated schedule if new capacity shall be productive when completed. Con- 
sequently, no changes should be made in either the over-all program on the plans 
f the inidividual companies without consultation with experienced men in the 

lustry. The progress of this program should also be studied constantly to assure 
a balanced relationship among its various segments and its complete conformance 
vith actual needs. 

I]. Meeting military requirements 

Chere is no question but that the direct military requirements for steel as now 
ymputed can be met satisfactorily. With regard to ‘“‘B products’’ (components 

ire demands will constitute a significant addition to the total stated require- 
ents of the military programs for steel. The total demand (including direct 

iirements and KB products), however, can be satisfied if adequate provision 
made for the requirements of the military B products. The adequacy of 
supply for military needs is based on present military plans and any change in 


ese plans will naturally affect the relationship between military demand and 
supply 

While there is no fundamental basis for determining the adequacy of the future 

el capacity for full mobilization, there is every indication that present goals 

| be adequate in the event of another world war 

Nevertheless a very critical situation May arise with respect to a particular 
rade of steel or an individual mill product Although there is considerable 


sibility in steel mill production, as was demonstrated in the production of 
ates on strip mills for shipbuilding during World War II, there are definite limi- 


tations to this advantage Che failure to anticipate any substantial surge in the 
| for one or more of the isual mill products in time to provide the necessarv 
cilities might result in a serious deficiency. It is particularly important there- 





that the defense agencies make a long term estimate of steel requirements in 
ise of full mobilization and that such requirements be stated as far as is possible 


product and grade classificatior 
Tl Steel for other uses 

Based on the report’s allowance for military B products, it is apparent that the 
ncrease in total steel requirements for defense, including components and Mma- 

inery and equipment, has exceeded the expansion of the steel industry during 
1951. It is expected that this condition will continue through 1952. However, 
f the total military demand follows the course as scheduled in December 1951, 
ind steel capacity expands as now planned, the potential supply of steel for non- 
military uses should reach its 1950 rate by the first or second quarter of 1953. 
sased on the same assumptions, it is also expected that the steel supply for other 
ses will then increase beyond the 1950 level to provide a higher rate of civilian 
mnsumption, 


IV. Availability of materials 
During the entire course of this study it became increasingly apparent that the 
? . . . . ’ t . 
danger area’’ in maintaining steel production at planned capacity lies in the 


available supply of materials. This obvious requisite creates numerous problems 
f which the following deserve primary considerations: 
Scrap.—An adequate supply of scrap is considered the principal requisite 


nereasing steel production. In general, the expansion of steelmaking facilities 
has been based on a continuation of the present relationship between scrap and 
ig iron consumption (pig iron 54 percent and scrap 46 percent). The feasibility 
f this expectation is dependent on countless factors affecting the flow of scrap to 
steel mills. Currently, the situation is critical and a program is under way to 
nerease the supply of scrap for immediate needs. During 1952 the requirements 
for scrap will increase rapidly as new steelmaking capacity is completed. The 
lifficulties encountered in supplying steel industry needs in 1951 clearly indicate 
that emergency measures will be required to procure the larger requirements for 
expanded capacity in subsequent years. Furthermore, there is reason to believe 
that continual operation at higher rates will result in larger deficiencies of scrap 
inless the dependence on this material is minimized by developing all other possible 
sources of metallies. 

h) Pig iron.—Sufficient additional blast furnaces are being constructed to 
maintain the ratio between pig iron and steel capacity above 67 percent. While 
this projected ratio is somewhat below the actual ratio of recent years, it is based 
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on the rated capacity of blast furnaces and does not take into full account 


possibility of further increases in the productivity of blast furnaces and prosp: 
for charging larger quantities of ore directly into open-hearth furnaces. B 
furnaces are maintaining a higher rate of operations than previously (98 per 
of capacity for the first 10 months of 1951 compared with 91.5 percent in 19 
The higher rate of production is attributed almost entirely to technolo 
improvements in blast furnace operations and the use of ores with higher 
content and better physical structure Based on the expectations of exper 
operating men it is believed that the increase in productivity of existing furr 
together with new furnaces now planned, will provide adequate pig iron for 
making and foundry operations There is, however, only a narrow mar 
safetv and this problem should be studied continuously and thoroughly to a 
an adequate supply of pig iron in the light of available scrap and possible met 
of charging ore directly into open hearths 

lron o It is believed that sufficient ore will be available to suppor 
present and planned programs of 120 million ingot tons of steel for at least 
vears Looking further to the future, continued operations of steel 
capacity at this annual rate will greatly accelerate the depletion of our rema 
hig grad lomestic ore supplic This development will make the | 
States tT! re dependent rt) forelgt ources whic! will create a serious risk i 
of a global war Che need for supplementing present domestic sources of 
grad oO! with high gra le concentrat« is paramount for developing nat 
security It has been concluded therefore that continual dependence on | 
Superior ore may be planned through 1956 At this time a program for expat 
th produ I on of Taconite should be i operation SO as to conserve the supr 
high-grade ores and provide a reserve for an emergenc\ 

l) Coa It has been concluded that adequate facilities will be availal 
1954 for mining and processing the bituminous coal required by the expanded 
industry However, for continuous operations at 120 million tons there 
substantial margin of safety. 

‘ Cobh IL he high degree ot overag ot byproduct coke ovens and t hye 
pendence on beehive ovens require close serutiny for this situation at all tin 

Limestone {n abundant supply of limestone is available for cap 
operations tor the foreseeable future. 

q illoys and wing mat ! In connection with over-all steel produ 
special attention should be given to manganese This metal is a single-pu 


material on which the steel industrv is entirely dependent for maintaining 
steel productior The great dependence of the United States on foreign s« 
intensifies its importance In order to supplement present supplies and pr 
adequate protection in case of a global war the further development of don 
sources seems imperative. 


Che essentialitv of other allovs and coating materials has also been recog! 
and they were made the subject of a special study in June 1951 However 
developments preclude a restatement of its conclusions Che fluidity of r 
ments, the strategie importance of these materials, the dependence on for 
sources for a continuing supply, and the necessity to stockpile for an emer 


necessitate a continuing study of allovs and coating materials in order to ma 
adequate appraisal of this problem 
Experienced men throughout the industry are giving every phase of these 


len serious consideration In the field of iron ore, research and develoy 
programs aimed at the utilization of domestic low-grade ores are receiving 
attentior In the field of alloys, metallurgists are carrying on innumerable « 


ments aimed at the-replacement of a searce element with one more abunda 
in making leaner alloys do the work of those heretofore rich in alloy mat 
During a period of defense mobilization designed to strengthen our Na 
resources it is believed that the many diverse problems posed by a prodigio 
expansion require the utmost coordination based primarily on a sound and 
estimate of future needs and the availability of materials 


The final conclusion is therefore, t! 


at the planned expansion of the steel 
try deserves continuous study to assure a well-integrated program for att 
realistic goals 
The members of the Steel Task Group, in addition to Mr. Batcheller, w 
Thomas Dimond. Youngstown Sheet & Tube Co., Youngstown, Ohio 
Derrick L. Brewster and William Gilmour, Inland Steel Co., Chicago 
R. W. Dalzell and R. W. Wolcott, Lukens Steel Co., Coatesville, Pa 
Harry Le »pold Jr.. John A Roebling’s S ms Co., Trenton, N J 
John T. Anderson, Armco Steel Corp., Middletown, Ohio. 








Dr 


availability of structural steel to be used for 
few weeks conditions have developed which lead 


a mu 
futur 


Thi 


we al 
ant \ 


Amer 


cutt gives a resume of the ncrea ed production of steel which will he 


10 2 


stee] j 
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S. A. Fuller and K. C. Allen, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 
J. Sandmaier and William P. Carlin, Republic Steel Corp., Cleveland, 

Ohio. 

G. H. Love, Pittsburgh Consolidated Coal Co., Pittsburgh, Pa. 

q. H. H. Weikel, Richard Thompson, Robert Woodward and ( harles H 
Herty, Jr., Bethlehem Steel ¢ orp., Bethlehem, Pa. 

B. FE. Etcheverry, Kaiser Steel Corp., Fontana, Calif. 


B. EK. Estes, A. A. Monnett, J. L. Rich, E. S. Hughes, 


Werner Neumann, 

Anthony Siragusa, M. D. Corner and H. C. Stringfield, U. 8. Steel Corp,,. 
Pittsburgh, Pa. 

S. M. Norwood, Electrometallurgical Co., New York, N. Y. 

H. F. French and Joseph M. Weldon, International Nickel Co., New York, 
~ 2. 

Kiton Hoyt, 2d, Pickands Mather & Co., Cleveland, Ohio. 

C. W. King and William A. Kirkpatrick, Allegheny Ludlum Steel Co., Pitts- 
burgh, Pa. 

Ward A. Miller, Vanadium Corp. of America, New York, N. Y. 

Carl M. Loeb, Jr., Climax Molvbdenum Co., New York, N. Y. 

J. T. Whiting, Alan Wood Steel Co., Conshohocken, Pa. 

Robert W. Zehring, Bureau of the Budget, 


served as executive secretary for 
the Task Group 





ExuHiBit 3 


Tue Mipwest Street & IRoN Works Co., 
STRUCTURAL STEEL AND ORNAMENTAL IRON, 
Denver 17. Colo... December 6. 1951 
an Str: We have been concerned about the recent publicitv regarding the 
construction purposes In the past 
is to believe that there should be 
ch larger amount of structural steel available for constr 
e than there has b 


iction in the near 


en in the immediate past 

s anticipated increase supply has been predicted by industry leaders, and 
e sending you herewith copy of an address made by J. V. Honeycutt, assist- 
ice president of Bethlehem Steel Company, before the convention of the 
ican Institute of Steel Construction in October In this speech Mr. Honevy- 


; 


‘available in 
as Well as his reasons for believing that the present demand for structural 


Is unrealistic. 


Just recently we have been offered relatively large tonnages of steel by the 
mills which we have bee! ul al e to order beca ise we do not have authori ed 
CMP allotments to order against Manv contracts which we have on our books 
run into the 2nd quarter, 1952, and steel for these contracts has already been 
ucepted by the mulls for Ist quarter delivery, and we . 


t 


bta 
Wi 


anticipat 





ing all the steel we require for these contracts 
feel that continued easing of the shortage of structural steel will result in 
legree of relaxation of Government restrictions. Our inventories of struc- 
steel are near a maximum, enabling us to take care of many co! 

If vou wish any information regarding availabilty of stock 
appreciate hearing from you. 


Yours very truly, 


tracts trom 
material, we 


THe Mipwest Steet & [Ron Works Co., 
W. E. Ge R, Secretary and General Vanag Pe 


reeT BP 
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7 
Structural Steel : Bar Shapes 
AVAILABLE FOR IMMEDIATE SHIPMENT 
REGULAR WAREHOUSE PRICE from WAREHOUSE STOCK 
ALL MATERIALS SUBJECT TO PRIOR SALE 


ANGLES: WIDE FLANGE SECTIONS: 
100 pes. Juju) 220-0" 50 pes. 6° of 20 ibs. 60°-0" 
300 pes. 1234} x20°-0" SO pcs. 8" ot 24 Ibs, 60°-0" 
300 pes. Ix1x3/16x20'-0" 40 pes. 8" ot 31 Ibs. 40°.0" 
300 pes. 1x1x) 220-0" 50 pes. 10° ot 21 Ibs. 60°-0" 
$00 pes. 1) x1) 2) «20°-0" 10 pes. 10° ot 33 Ibs. 60°-0" 
300 pes. 1) 21) 43/16220'.0" 10 pes. 10° of 49 Ibs. 60°-0" 
100 pes. 1) 21,2), 220°-0" 50 pes. 12° ot 27 ibs. 60°-0" 
200 pes. 1) 21) 0) 220'-0" 5S pes. 12° of 40 ibs. 64°-0" 
300 pes. 2123/16"40'.0" 5S pes. 12” of 58 lbs. 61'-0 
100 pes. 22x)240°-0" 50 pcs. 14° of 30 ibs. 60°-0" 
100 pes. 2) 42x3/16240'°-0" 50 pes. 16” of 36 Ibs. 60°.0" 
200 pes. 2)x2x)240°-0" 10 pes. 16° of 40 Ibs. 60-0" 
100 pes. 2)x2)«3/16240°.0" 30 pes. 18° of SO ibs. 60°-0" 
200 pes. 2) x2) %,160'-0" 10 pes. 21” ot 62 Ibs. 60°-0" 
100 pes. 2)42)2)x40°-0" 10 pes. 24” ot 76 Ibs. 60°-0" 


200 pcs. 3x32, 260°-0" 
| 100 pes. 3)x3x)60°.0" 


50 pes. 3) 43x5/16x60°.0" STANDARD “I” BEAMS: 








50 pes 40 pes. 6" at 125 tbs. 30°-0" 
= pes 20 pes. 6" ot 12.5 Ibs. 50°-0" 
> eee 30 pes. 6" at 12.5 Ibs. 60°.0" 
50 pes. 4x3}x|x60"-0" 50 pes. 8" ot 18.4 Ibs. 60-0" 
50 pes. 5x3) x|x60'-0" 20 pes. 10° ot 25.4 Ibs. 60-0" 
30 pes. 6x41) 160"-0" 30 pes. 12° ot 31.8 Ibs. 60°-0" 
8 pes. bx4x}x40"-0" SO pes. 1S" at 42.9 Ibs. 60°-0" 
B pes. 6x62) 250 0" be 12 pes. 15" et 50.0 Ibs. 52°-0" 
3 pes. dubed/Ox98'-6 4 pes. 20" et 65.4 Ibs. 50-0" 
10 pes. 626x}260°-0 a 50’.0" 
10 pes. 8x6x/x60"-0" 2 pes. 20" er 85.0 ibs. — 
4 pcs. Bx6x) x40"-0" 6 pes. 24° ot 79.9 ibs. 640 
15 pes. 8x8x}x50'-0" 2 pes. 24” ot 105.9 Ibs. 50°-0" 
J&L BEAMS 
60 pes. 12” of 11.8 Ibs. 60°-0" 
CHANNELS: 


100 pes. 6° ot 8.2 Ibs. 60°-0" 50 pes. 9 of 13.4 Ibs. 60°-0" 
50 pes. 8" of 11.5 Ibs. 60°-0" 50 pcs. 10" ot 8.4 Ibs. 40°-0" 


A varied stock of structural steel shapes, ber size angics ond mer- 
cheat bert carricd in warehouse stock of of times. 

if meterial you require Is not listed above, ploase send us your In- 
quiry. 





; MIDWEST STEEL & IRON WORKS CO. 


STRUCTURAL STEEL and ORNAMENTAL IRON 


P. ©. BOX 5204 P. ©. BOX 2006, STATION A 
TERMINAL ANNEX STATION PHONE PUESLO 2097 
PHONE CHerry $496 PLANT: 
PLANT: 25 LARIMER STREET 1018 EAST NORTHERN AYE. 
Denver, COLO. PUEDLO, COLO. 











THE DEWVER POST 
January li, 195? 
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EXHIBIT 4 
SPECIAL REPOR1 
BUILD-UP IN STEEL 
INVENTORY OF CAPACITIES, PRESENT AND PENDING 


Steel this week brings you a detailed and exclusive report on the nation’s 
expansion in steel ingot and pig iron production facilities. 

This report reveals publicly for the first time the steel ingot and pig iron 
apacities by plants as of Jan. 1, 1952, along with Jan. 1, 1951, figures for com- 
parative purposes. The report also shows what expansions are under way now 

are projected. 

Steel’s report accounts for 108,542,870 net tons of ingot capacity and 73,412,998 

tons of blast furnace capacity as of Jan. 1, 1952. These figures are almost 
identical with totals announced by the American Iron & Steel Institute. It 
reported ingot capacity of 108,587,670 tons and blast furnace capacity of 73,782,340 
tons as of Jan. 1, 1952. 

Preview of 1953.—Additions planned or being made to ingot capacity will give 
a net increase of 10,907,561 tons over that of Jan. 1, 1952, Steel’s survey shows 
This would bring ingot capacity to 119,450,431 tons in 1953. This is in line with 
what the institute has expected for 1953, approximately 120 million tons 

Similarly, Steel's survey reveals expansions being made or planned will boost 
last furnace capacity to 80,688,198 tons. The institute had announced that 

expects blast furnace capacity will rise to at least 81 million tons by the start 
of 1954. 

Change of Pace-—Not many more announcements of ingot facility expansions 
are likely. Most of the attention henceforth likely will be on further additions 
to the country’s blast furnace and rolling mill capacities and raw materials and 
refractory producing facilities. 

The Defense Production Administration believes the country does not need 

re than 122 million tons of steel ingot producing capacity. On the other hand 
the DPA has a strong feeling that encouragement should be given to the building 
of additional blast furnace capacity, perhaps 2 million to 3 million tons more. 
The DPA also believes there will be need for additional steel finishing facilities, 
enlargement of raw materials supplies and expansion in the refractories field. 
( ynsequently, the DPA is reconsidering its policies of granting certificates of 
necessity for accelerated tax amortization on iron and steel and related facilities. 

Sizing Them Up.—Steel’s survey shows 15 additional blast furnaces are being 

lt or are being considered. Expansions under way and projected would increase 

ast furnace capacity 10 percent over that on Jan. 1, 1952. Similarly, expansions 
steelmaking facilities will put 1953 ingot capacity 10 percent over the Jan. 1, 
Of these expansions, 80 percent are in open-hearth capacity. 


1952, capacity. 
with only a 


Practically all of the other 20 percent are in electric furnace capacity, 
nor amount being in bessemer capacity. 
In contrast, the expansion will raise open-hearth capacity only 10 percent over 

Jan. 1, 1952, while electric furnace capacity will jump 30 percent. 

urce: Steel magazine, March 3, 1952, Accompanying charts and tables pp. 796-807 
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STEEL INGOT EXPANSIONS 


Armco Steel Corp. will get 180,000 net tons of open-hearth steel annually at 
Middletown, O., because of increased hot metal supply, sometime in Decembe 
1952. 

Sheffield Steel Corp. will get 150,000 net tons of steel at Kansas City, Mo., 
from one new electric furnace, in April 1952. 

Atlantic Steel Co., Atlanta, will get an additional 108,000 net tons of ste 
annually from one new electric furnace in May 1952. 

Babcock & Wileox Co., Beaver Falls, Pa., will have 68,650 additional tons 
steel annually from one new electric furnace, in August 1952. 

Central Lron & Steel Co., Harrisburg, Pa., will get 189,000 net tons of opé« 
hearth steel annually from two new furnaces, in April 1953. 

Phoenix Iron & Steel Co., Phoenixville, Pa., will get 220,320 net tons of ope: 
hearth steel annually from two new furnaces, in April 1953. 

Borg-Warner Corp., New Castle, Inc., will get 35,000 tons of steel from two n« 
electric furnaces, in 1952. 

Colorado Fuel & Iron Corp., will get 162,000 net tons of open-hearth ste: 
annually at Pueblo, Colo., beginning in the fourth quarter of this vear. 

Claymont Steel Corp., Claymont, Del., will enlarge open hearths this year. 

Connors Steel Co., Birmingham, will add 20,000 net tons annually to its pro 
duction with one new electric furnace, in March 1952. 

Continental Steel Corp., Kokomo, Ind., will enlarge furnaces and get 35,000 
net tons of open-hearth steel annually by January 1954. 

Crucible Steel Co. of America, at its Midland, Pa., works, will get 105,000 net 
tons of open-hearth steel annually from new and enlarged furnaces, in the fourt 
quarter of 1952, and 42,000 net tons of steel annually from a new electric furnac 
in the second quarter of 1952. ; 

Detroit Steel Corp., Portsmouth, O., will get 630,000 net tons of open-heart 
steel annually after January 1953, through four new furnaces. 

Henry Disston & Sons, Inc., Philadelphia, will get 5,000 net tons annually th 
year when it converts two electric furnaces to top chargers. 

Eastern Stainless Steel Corp., Colgate, Md., will get 3,600 net tons annually 
from one new electric furnace, in September of this year. 

Empire Steel Co., Mansfield, O., will get 80,000 net tons of open-hearth ste 
annually from one new furnace, in July of this vear. 

A. Fink! & Sons Co., Chicago, will get 60,000 tons of electric steel annually fro 


two new furnaces, sometime this month. 
Ford Motor Co., Dearborn, Mich., is converting one open hearth from tiltir 
to stationary type, to be completed late this year. Ford will change chargi: 


facilities in its open-hearth shop in Dearborn next vear. 

Globe Iron Co., Jackson, O., will net 27,000 tons annually from a new electr 
furnace for silvery pig iron and ferroalloys, in April 1952. 

Granite City Steel Co., Granite City, IL, will get 480,000 net tons annually 
open-hearth steel from three new furnaces, in the second quarter of 1953. 

Green River Steel Co., Owensboro, Ky., will get 167,000 net tons of elect: 
steel annually from two new furnaces, in June 1953. 


Inland Steel Co., Indiana Harbor, Ind., will get 750,000 net tons annually fr: 


four new open-hearth furnaces, in the third quarter of this year. It will also 1 
an additional 125,000 tons annually from open-hearth furnace enlargements 
1953 


Jones & Laughlin Steel Corp., will get 300,000 net tons annually from four n« 
open hearths at Pittsburgh, in March of this year. J & L will retire three b 
semers and six 50-ton open hearths this year, cutting its Pittsburgh Works capaci 
800,000 tons. 

Judson Steel Corp., Emeryville, Calif., will get 43,500 net tons annually fr 
enlargement of open hearths and perhaps installation of electric furnaces, but a 
date is not set. 

Latrobe Electric Steel Co., Latrobe, Pa., is considering additional facilities f 
electric steel, probably next year. 

R. G. LeTourneau Inc. will get 30,000 net tons of steel annually from one new 
electric furnace at Longview, Tex., beginning March, 1952, and 60,000 net tor 
of steel annually from two new electric furnaces beginning July 1952, and January, 
1953. 

Lone Star Steel Co., Lone Star, Tex., will get 500,000 net tons of open-heart! 
steel annually from four new furnaces, beginning in the fourth quarter of 1952 

Lukens Steel Co., Coatesville, Pa., is considering an electric furnace project. 
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Midvale Co., Philadelphia, will get 49,291 net tons of open-hearth steel annually 
from one new furnace beginning March, 1952. 

Great Lakes Steel Corp., at Ecorse, Mich., will get 580,000 net tons of open- 
hearth steel annually in 1952 from furnace enlargements and another 350,000 net 
tons of open-hearth steel annually in 1953 from furnace enlargements. 

Newport Steel Corp., Newport, Ky., will get 144,000 net tons of steel beginning 
December, 1952, from one new electric furnace and conversion of an existing 
electric furnace. 

Northwestern Steel & Wire Co., Sterling, Ill, will get 504,000 net tons of steel 
a year, beginning June, 1952, from two new giant electric furnaces. 

Pacific States Steel Corp., Niles, Calif., will get 80,000 net tons of open-hearth 
steel annually from two new furnaces. 

Pittsburgh Steel Co., at Monessen, Pa., will get 488,000 net tons of open-hearth 
steel annually in 1952 from four furnaces to be enlarged. 

Republic Steel Corp., at South Chicago, IIlL., will get 48,000 net tons of electric 
furnace steel annually from conversion of a furnace to top charging, and 675,000 
net tons of open-hearth steel yearly beginning June 1952, from four new furnaces 
at Cleveland. 

Seidelhuber Steel Rolling Mill Co., Seattle, will get 225,000 net tons of steel 
annually from one new electric furnace, beginning in 1953. 

Tennessee Steel Corp., Oneida, Tenn., will get 192,000 net tons of steel from 
two new electric furnaces. Additionally there will be one small furnace for re- 
search. 

Timken Roller Bearing Co., Canton, O., will get an annual production of 275,000 
net tons of steel, beginning in the third quarter, 1952, from three new electric 
furnaces which will replace three open-hearth furnaces of 201,600 tons capacity. 

For United States Steel Co.: Tennessee Coal & Iron Div., at Fairfield, Ala., will 
get 500,000 net tons of open-hearth steel annually from two new furnaces and im- 
provement of existing facilities, in 1953. United States Steel Co., at Morrisville, 
Pa., will get 1.8 million net tons of open-hearth steel annually from nine new 
furnaces, beginning in the third quarter, 1952. 

Vanadium-Alloys Steel Co. will get 3,300 net tons of steel annually, beginning 
in January 1953, from one new furnace at Monaca, Pa., to replace an old furnace. 

Colonial Steel Co., Monaca, Pa., will get 12,500 net tors of steel a year from 
one new electric furnace, in 1952 

West Virginia Steel & Mfg. Co., Huntington, W. Va., will get 87,000 net tons 
of steel annually from one new electric furnace, beginning in the second quarter of 
1952. 

Wheeling Steel Corp, will have two bessemer converters with an annual capacity 
of 420,000 net tons in operation at Steubenville, O., in 1953. 

Youngstown Sheet & Tube Co. will get 1,225,000 net tons of open-hearth steel in 
1952 from eight new furnaces at East Chicago, Ind. They will replace two bes- 
semer converters, leaving a net gain of 900,000 tons. Four of the open hearths 
will come in this spring, and the other four next fall. 

Net total of the new additions, in net tons, is 10,907,561. 





Exuipit 5 
Unitep States DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
Charles Sawyer, Secretary Washington 25, D. C. 
N PA-177% 
Aluminum 
M-—5 Amended 
Dirs. 1, 2, and 3 revoked 
r Im mediate Re le ase 
Wednesday, January 238, 1952 
The National Production Authority, U. 5. Department of Commerce, today 
announced a general revision of the aluminum order M-—5, to adapt it to the 
Controlled Materials Plan. NPA simultaneously announced that all holders of 
CMP allotments will, upon application to the Aluminum and Magnesium Divi- 
sion, be guaranteed positions on a mill schedule. 
_ The amendment of M-—5 does not make any substantive changes in the exist- 
ing regulations for the acceptance and scheduling of authorized controlled ma- 
terial (ACM) orders for aluminum products. The revised order supplements 
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CMP regulations, now in effect, by providing working rules for producer 
aluminum controlled materials. 

In announcing the policy that all holders of CMP tickets for aluminum will }y 
guaranteed positions on a mill schedule if thev have been unable to place their 
order, Timothy A. Lynch, Director of the NPA Aluminum and Magnesiun 
Division, said: 

“The possession of a CMP ticket will be regarded as a sufficient justificat 
for positive action by the Aluminum and Magnesium Division in placing 
order. No further justification will be required as has been the case in the past 

“In addition NPA will require mills and fabricators of aluminum products | 
accept exactly 100 percent of their authorized production schedules for ea 
quarter, plus any carry-over of orders held by such mill or fabricator from 
previous quarter. 

“In other words, each producer will then have on his books, for delivery d 
ing the quarter, orders for 100 percent of his authorized production, plus cart 
over orders from the preceding quarter. 

“However, the Aluminum and Magnesium Division may, in cases wher 
appears advisable, increase the 100 percent level of order acceptance in individua 
cases. 

Besides amending M-5 today, NPA revoked Directions 1, 2 and 3 to the orde: 
Provisions of Direction 1 are now contained in the amended order with t! 
change: the lead time for scheduling production of aluminum products has bé 
reestablished at 60 days. Direction 1, in effect, had provided for a lead time 
45 days. 

The carry-over provisions of Direction 3 have been superseded by a revis 
of Section 20 (f) of CMP Reg. 1. Direction 3 is therefore revoked sunce it is 1 
longer applicable. Direction 2 to M-—5 also has been revoked. It applied o1 
to production in the fourth quarter of 1951. 

Primary producers, secondary smelters and independent fabricators of aluminum 
are now assigned ‘“‘AM” (aluminum-magnesium) numbers for use in identifying 
authorized controlled material orders which they will place with suppliers 
Aluminum distributors are assigned AM order numbers under NPA Order M-—88& 

Other new provisions of M—5 are: 

1. Production of aluminum in any calendar quarter will be carried out only ir 
accordance with an authorized production schedule or directive previously issu: 
by NPA in writing. Aluminum producers are prohibited from placing in produc- 
tion any order other than an authorized controlled material (ACM) order, or a: 
order accepted or scheduled under specific direction or written authorizatio: 
from NPA. 

2. M-5 specifies that importers of aluminum controlled materials are pro 
hibited from selling aluminum except to fill ACM orders. Previously, there wer 
no restrictions on importers so far as selling aluminum was concerned. Now 
person buying aluminum from an importer must furnish ACM tickets. 

3. To receive an authorized production schedule, producers, secondary smelters 
and independent fabricators must apply to NPA on or before the 15th day of the 
quarterly period preceding the quarter for which the application is made. This 
application is made on NPAF-149, completed and filed in triplicate, with referer 
to M-—5. 

4. The applications must show each form and shape of aluminum which the 
applicant proposes to use in his production schedule. Upon review and approval 
of a production schedule, NPA will return a copy of the application showing thi 
approved schedule for each form or shape authorized, and the quantity of materials 
allotted. 

Further information may be obtained at Department of Commerce field offices 

(Texts of M—5 as amended and revocations of Directions 1, 2 and 3are attached 


M 
As ame! 
Jan. 23, 1952 
Correctior 


CORRECTION TO NPA ORDER M-5, AS AMENDED JANUARY 2, 1952 


1. The last sentence in section 7 (a) of NPA Order M-—5, as amended January 
23, 1952, which provides for the completion and filing of Form NPAF-149 
triplicate,”’ is corrected so as to require the completion and filing of an original 
and three copies of this form. The last sentence should read, therefore, as follows 





intel 
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‘An original and three copies of Form NPAF-—149, which may be secured from 
the Washington, D. C., office of NPA only, shall in each instance be completed 
and filed with the National Production Authority, Washington 25, D. C., Ref: 


M-5.” 


od. 
2. The reference to the symbol ‘“DO-PM” in the ninth and thirteenth lines of 


section & (b) of this order is corrected by deleting the “DO” portion of such 
ymbol so that the allotment symbol appearing in these lines shall read “PM.” 


M-5 

As amended 

Jan. 23, 1952 

(M-—5, Dir. 1, 2, and 3 
Revocation, Jan. 23, 1952) 


U. S. DEPARTMENT oF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CuaprerR VI—NaTIONAL Propuction AuTHoRITy, DEPARTMENT OF COMMERCE 


NPA Order M ss amended January 23, 1952] 


M—5—ALUMINUM 


This amended order is found necessary and appropriate to promote the national 
defense and is issued pursuant to the Defense Production Act of 1950, as amended, 
In the formulation of this amended order, there has been consultation with indus- 
try representatives, including trade association representatives, and consideration 
has been given to their recommendations. 

NPA Order M-—5 as last amended Julv 6, 1951, is amended in its entirety. 
Directions 1, 2, and 3 previ islv issued, are revoked; the titleof NPA Order M 5is 
Aluminun nstead of ‘Rated Orders for Aluminum”’, As amended, 


} 


NPA Order M-—5 reads as follows: 





What this order dos 
Definitions, 
Revocation of directi heret 
4. Relation to other NPA order 
5. Assigi ‘nt and use AM nu 
6. Production of alauminun 
7. How production schedules ar I 
& Pr iction material require r ict ( Iminu! 
Prohibitio ym shipment 
Kestrictions on toll agreement 
Opening of book 
Acceptance of order 
Reports on Form NPAI 
i. NPA assistance in placing or 
Reports on Form NPAF-122 
Request for aijustment or e1 
Communieation 
%. Records and report 
Violations 
4 RITY: Section ‘ ! 704 { 2 8 Pu Law 95, 82d Con OT Ss. ¢ App. 
Su 2 ‘ I terpret or pply ‘ 74, | I ¥ Oo Roi ¢ ng a I 5 { App. Su "71; 
E. O. 10161, Sept. 9 . FR LC FI 0) Sup] ‘ 2 E.O 200, Ja 1951, 16 F. R 
402, 405, E. O. 10218, Aug. 28, 1951, 16 F. R. 8789 
Section 1. What this order doe This order applies to primary producers, 
‘ larv smelter independent fabricators, and importers cf aluminum, It 
les rules concerning the heduling cf pr luction and s} Iipmnent ct aluminum, 
sets forth the proce lure by which aluminur producers receive the controlled 
aterials which they require as producti n : aterials The crder authorizes the 
luction of aluminum lv ina rdance with an authorized production sched- 
ile or producti»n directive, and permits the production, shipnent, or delivery 
faluminum only when such preducti>n, shipment, or delivery is to fill an author- 
trolled material order cr pursuant to an NPA directive It als» sets 
circumstances wherei an aluminum preducer may reject an authorized 
trolled material order. It supplenents the CMP reculations and supersedes 
provisions of those re culations to the extent that they may be ine >nsistent with 
the provisions of this order as amended Ihe order also provides f>r the issuance 
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of directives to primary producers, secondary smelters, independent fabricator 
distributors, and importers. 

Sec. 2. Definitions. As used in this order: 

(a) “Person” means any individual, corporation, partnership, association, or 
any other organized group of persons, and includes any agency of the United 
States Government or any other government. ; 

(b) “NPA” means the National Production Authority. 

(c) “Aluminum” means only the following aluminum forms and shapes: 

Rolled bar, rod, wire (including drawn wire), structural shapes. 
Aluminum cable steel reinforced (ACSR) and bare aluminum cable. 
Insulated or covered wire or cable. 

Extruded bar, rod, shapes, tubing (including drawn or welded tubing). 
Sheet, strip, plate, foil. 

Powder (atomized or flake, including paste). 

Pig or ingot, granular or shot. 

(d) “Pig’’ means aluminum of variable composition produced by the electroly: 
reduction of alumina, 

(e) “Pig or ingot, secondary” means any aluminum produced by a secondary 
smelter; or pig or ingot, granular or shot, produced by a primary producer in a 
secondary smelter operation. 

(f) “Primary producer” means a person producing aluminum both in the forn 
of pig and in any one or more of the other forms or shapes listed in paragraph 
of this section. 

(g) “Secondary smelter’? means any person who remelts virgin metal or scra; 
to produce properly alloyed, refined, chemically tested, specification casting ingot 
or deoxidizing or granular aluminum, and who has the equipment and technical 
knowledge necessary to perform this function without down-grading or waste 
and includes a primary producer to the extent that he performs such function 

(h) “Independent fabricator’ means any person (except a secondary smelter 
who does not produce aluminum pig, but who produces aluminum for sale in any 
of the other forms and shapes listed in paragraph (c) of this section. 

(i) “Importer” means a person who imports aluminum in the forms and shapes 
listed in paragraph (c) of this section either for his own account or for the account 
of another person. 

(j) “Production directive” means a directive issued by NPA authorizing a 
primary producer, a secondary smelter, or an independent fabricator to produce 
during a designated period a specified quantity of any one or more of the aluminu 
forms and shapes listed in paragraph (c) of this section. 

(k) “Authorized controlled material order’? means a delivery order for an) 
controlled material (as distinct from a product containing controlled materia 
which is placed pursuant to an allotment, as provided in section 19 of CMI 
tegulation No. 1, or which is specifically designated to be such by any other 
regulation or order of NPA. 

(1) “‘AM number” means the allotment symbol AM, together with the number 
which is assigned by NPA, which is used by persons who produce, smelt, fabricat 
or distribute aluminum in placing authorized controlled material orders fi 
aluminum in accordance with the provisions of this order and of NPA Order M-88 

Sec. 3. Revocation of directions heretofore issued. Directions 1, 2, and 3 
NPA Order M-5, issued prior to the effective date or this order as amended, ar 
being revoked concurrently with the issuance of this amended order. ‘I! 
revocation of these directions does not, however, relieve any person of any obli 
gation or liability incurred under Directions 1, 2, and 3 to NPA Order M 
heretofore issued, nor deprice any person of any rights received or accrued ur 
said directions prior to the effective date of such revocation. 

Sec. 4. Relation to other NPA orders and regulations. All provisions of a 
NPA regulation or order are superseded to the extent that such provisions ar 
inconsistent with this order, but in all other respects the provisions of suc! 
regulations and orders shall remain in full force and effect. 

Sec. 5. Assignment and use of AM numbers. AM numbers are assigne: 
NPA, upon application in writing, to primary producers, secondary smelters, a 
independent fabricators of aluminum, and are used to identify authorized 
trolled material orders for aluminum placed by such persons. (NPA Order 
M-—88 describes the assignment and use of AM numbers by distributors 














) 


1 } 


aluminum. \ 
Sec. 6. Production of aluminum. (a) No person shall, in any calendar quarter 


produce any aluminum unless such production is pursuant to an authorized p: 
duction schedule or directive previously issued in writing by NPA for the pr 
duction of such materials in that calendar quarter. 
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(b) After the effective date of this order, no producer of aluminum shall 
place into production any order for the delivery of aluminum, unless such order 
is an authorized controlled material order, or an order which he has accepted or 
scheduled pursuant to specific directive or written authorization by NPA. 

(c) No aluminum producer, secondary smelter, or independent fabricator shall 
be required to accept any authorized controlled material order for less than the 
mill quantities set forth in Schedule IV of CMP Regulation No. 1 or which is 
placed within less time than the “lead time’ specified in Schedule III of CMP 
Regulation No. 1. 

Sec.'7. How production schedules are authorized. (a) Every primary producer, 
secondary smelter, and independent fabricator shall, on or before January 15, 
1952, complete and file with NPA on Form NPAF-149, an application for an 
authorized production schedule for the second calendar quarter of 1952. (This 
was required by letter CMPL-—299, dated December 11, 1951.) For each subse- 
quent calendar quarter the application for an authorized production schedule 
shall be made by the completion and filing of Form NPAF-149 on or before the 
fifteenth day of the first month of the calendar quarter preceding the calendar 
quarter for which the application is made. Form NPAF-149, which may be 
secured from the Washington, D. C., office of NPA only, shall in each instance 
be completed and filed in triplicate with the National Production Authority, 
Washington 25, D. C., Ref: M-—5. 

(b) Each person who is required by paragraph (a) of this section to file Form 
NPAF-—149 will enter thereon, for each form and shape of aluminum listed, his 
proposed production schedule and, if applicable, the aluminum production ma- 
terials which he requires to fulfill the proposed production scheduie in accordance 
with the instructions accompanying the form. NPA, after review of the Form 
NPAF-149, will set forth on a copy thereof, which will be returned to the appli- 
cant, the approved production schedule for each form or shape listed, and the 
quantity of aluminum production materials which are allotted for such produc- 
tion. Such production schedules and related allotments may be made on a 
quarterly or monthly basis, or at such other intervals as NPA may from time to 
time deem appropriate. 

(ec) In addition to the procedure outlined in paragraph (b) of this section for 
the authorization of production schedules for producers of aluminum, NPA may 
from time to time issue production directives and related allotments to producers 
of aluminum which by their terms may amend, suspend, or supersede the author- 
ized production schedules issued on Form NPAF-149. These production direc- 
tives and related allotments may be issued on either a monthly or quarterly 
basis and may concern the production of any or ali of the forms or shapes of 
aluminum. In each instance in which such a production directive and related 
allotment is issued it will by its terms define the relationship of the directive to 
the authorized production schedule issued or to be issued. 

Sec. 8. Production material requirements of producers of aluminum. (a) A 
producer of aluminum may order the aluminum production materials allotted to 
him on Form NPAF-149 or by directive, in accordance with the provisions of 
section 19 of CMP Regulation No. 1. In ordering such materials he shall use 
the allotment symbol AM together with his AM number. 

(b) A producer of aluminum who requires steel controlled materials or alu- 
minum cores for packaging aluminum foil as production materials (as defined 
in section 21 of CMP Regulation No. 1) for use in the fulfillment of his author- 
ized production schedule, is hereby authorized to use the allotment symbol DO- 
PM to obtain such production materials: Provided, however, That no person who 
produces aluminum cable steel reinforced (ACSR) shall use the allotment symbol 
DO-PM to obtain in any calendar quarter for his production of that material a 
greater quantity of steel by weight than 37 percent of the gross metal weight of 
the aluminum cable steel reinforced (ACSR) that he is to produce in that calendar 
quarter pursuant to his authorized production schedule. 

(c) All orders for which the use of the allotment symbols AM or PM are author- 
ized by this section are hereby designated as authorized controlled material orders, 
and shall be certified in accordance with the provisions of section 19 (c) of CMP 
Regulation No. 1. The certification of such orders shall be signed as provided 
in NPA Reg. 2, and shall constitute a representation that, subject to the criminal 
penalties provided for in the United States Code, Title 18 (Crimes) section 1001, 
such person is authorized by this section to make the certification for the quan- 
tity of steel or aluminum ordered in connection therewith. 

d) The self-authorization procedure by which a producer of aluminum obtains 
production materials (other than controlled materials) is described in Direction 2 
to CMP Regulation No. 1. 
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Sec. 9. Prohibition on shipment. Except as provided in NPA Order M-88 and 
NPA Order M-89, no primary producer, secondary smelter, independent fabri- 
eator, distributor, or importer shall accept any orders for aluminum or ship an 
aluminum except pursuant to a valid authorized controlled material order, or 
pursuant to a directive by NPA. 

Sec. 10. Restrictions on toll agreements. Except for those materials which were 
received by a producer of aluminum before January 15, 1952, no aluminum shal! 
be delivered or received pursuant to any existing or future toll, conversion, or 
repurchase agreement, or any similar arrangement, without the prior written ap- 
proval of NPA. 

Sec. 11. Opening of books. Each producer of aluminum shall open his order 
books for the purpose of accepting authorized controlled material orders no later 
than 105 days prior to the first day of each calendar quarter for which such orders 
are valid. An aluminum producer may open his order books for the purpose 
accepting purchase orders for any calendar quarter as long in advance of su 
quarter as he may choose, but after his order books are open he shall accept orders 
as provided in section 12 of this order. 

Sec. 12. Acceptance of orders. (a) Until 75 days prior to the first day of the 
month in which delivery is requested, and subject to the provisions of paragrap!| 
(b) of this section, a producer of aluminum shall have the option of determini 
which authorized controlled material orders or portions thereof he will accept ar 
schedule without regard to the dates of receipt of such orders: Provided, howe 
That the total of the orders which he accepts for any aluminum product does 
exceed 85 percent of the level of production he has scheduled for such product f 
the month in which delivery is requested in order to complete his authorized pr 
duction schedule or to comply with the production directive he received fron 
NPA. In the event that such a person has not received either an authorized pr 
duction schedule or a production directive for any month for which he receiv: 
an authorized controlled materials order requesting delivery, he shall compute t 
foregoing 85 percent limitation on the acceptance of orders on the following ba 
(1) A primary producer shall assume an authorized production schedule or pr 
duction directive requiring the same production as was directed for the previo 


quarter, and therefore schedule his monthly production so as to meet such a 
quarterly production level. (2) A secondary smelter shall assume his maximu 
production from the production materials he expects to have available. (3) A 


independent fabricator shall assume that the same quantity of aluminum will | 
allocated to him as was allocated to him in the previous quarter 

b) During the period of time in which a producer of aluminum may rej 
orders in accordance with paragraph (a) of this section, and until such time 
he has accepted orders up to the 85 percent maximum limitetion contained 
peregraph (a) of this section, he may not reject any order bearing the allotme 
symbol A, B, C, E, AM, or Z-—2 which has been offered to him; and shall comp 


1 


with all NPA directives which have been issued to him 





c) An aluminum producer shell accept or reject and return all purchase orde 
te cle rm d T } im promptly after receipt of such orders. Upon suct acceptance 
rejection he sh immediately notify the person who tendered the same of su 
accept” ce rejection in writing or by telegram. For the purpose of t’« 
sentence of this section the word ‘‘promptly”’ shall be deemed to mean as quick): 
as possible, but in no event later than 13 consecutive calendar days after ree 


For the purpose of the first sentence of this paragraph receipt of an ord +> shal 
be deemed to have occurred until the order is received at the place wheve 
producer usually acknowledges and schedules such orders. This provision is 
tended to give those persons whose orders have been rejected an opport nity 
place their orders with other producers or with distributors. 

(d) Within the period of 75 to 60 days prior to the first day of the mont! 
which delivery is requested, and subject to the provisions of paragraph (g 
this section, each producer of aluminum shall accept all authorized contr 
material orders offered to him (subject to the provisions of CMP Regulation No 
until he has thereby committed 100 percent of the proposed production ne 


sarv to fulfill his authorized production schedule or production directive. I} 
requirement is subject to the provisions of section 20 of CMP Regulation No 

e) At such time as an aluminum producer has fully complied with the pro. 
sions of paragraph (d) of this section he shall not accept any additional order 
unless he is specifically directed to do so by NPA. 


(f) The percentages referred to in paragraphs (a), (b), and (d) of this s 
tion shall be caleulated by each aluminum producer for each calendar quart 
on the basis of the authorized production schedule and production directives 
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sued to him for that celendar quarter regardless of the quantities of aluminum 
he expects to produce or ship in that quarter to fill orders carried over from a 
previous calendar quarter. 

(g) No primary producer shall accept any order for “pig or ingot other than 
secondary” to be used for any purpose for which “pig or ingot, secondary’’ is 
suitable. 

Sec. 13. Reports on Form NPAF-167. Each primary producer, secondary 
smelter, and independent fabricator of aluminum shall, on or before the fifteenth 
day of each month, complete and file Form NPAF-—167, in accordance with 
the instructions accompanying the form, setting forth the quantity of aluminum 
for which he has accepted authorized controlle d material orders, the quantity of 
aluminum for which he has not yet accepted such orders, and the estimated quantity 
of aluminum he expects to ship against past due unfilled orders. These forms may 
be secured from the Washington office of NPA and shall in each instance be com- 
pleted and filed in duplicate with the Bureau of the Census, Industry Division, 


Vashington 25, D. C. A separate report is required for each of the aluminum 
forms and shapes listed in section 2 (c) of this order. 
Sec. 14. NPA assistance in placing orders. Any person who is entitled to 


place an authorized controlled material order for aluminum and who has been 
inable to place any such order mé ny apply to NPA for assistance in placing such 


orders. Ap] lication should be made on Form NPAF-148. These forms may be 
obtained from Department of Commerce field offices, NPA industry divisions, 
or the Office of Small Business of NPA, The form, which provides space for the 


applicant’s name and address, the allotment symbol he is authorized to use, 
his allotment reeord, his previous purchase record, his experience in attempting 
to place orders, and other pertinent data, shall be filled out completely and 
mailed to the National Production Authority, Washington 25, D. C., Ref: M-—5. 

Sec. 15. Reports on Form NPAF-122. (a) Each primary producer, secondary 
smelter, independent fabricator, or importer, who sells aluminum in the regular 
course of business, shall each month complete and file Form NPAF-—122 in accord- 
ance with the instructions accompanying the form. The form shall be completed 
i duplicate and filed on or before the tenth day of each month by mailing to the 
Bureau of the Census, Industry Division, Washington 25, D. C., Ref: NPA 
Order M-—5. 

b) Any other person who in any month receives for resale or sells any alumi- 
num shall file Form NPAF-122 for that month in accordance with the instructions 
accompanying that form 





Sec. 16. Jtequest for adjustment or exception. Any person affected by any pro 
visior seiiiie aadiek tone file a request for adjustment or exceptio ipon the ground 
that his business operatior was commenced during or after the bas period, that 
any provision otherwise works an undue or exceptional hardship upon him rt 
suffered generally by others in the same trade or industry, or that its enforecm 
against him would not be in the interest of the national defense or in the public 

rest In examining requests for adjustment or exception claiming that the 
iblic interest is prejudiced by the application of any provision of tl order, 
deration will be given to the requirements of the public health and safety, 
ian defense, and dislocation of labor and resulting unemployment that would 
the de fe se progral Each request shall be in writing, by letter in tripli- 
te, and shs ~ sg ull pertinent facts, the nature of the relief sought, and the 

J tron = terete 

S Ee 47 Communication All communications concerning this order shall be 

idressed to the National Production Authority, Washington 25, D. C., Ref 


NPA Order M—5 


Sy 18. Records and reports a) Each person participating in any transaction 
vered by this order shi make and preserve, for at least 3 vears thereaft21 
a rate and complete records of receipts, deliveri’s, inventories, pr duet 
i use, in sufficient detail to permit the determination, after audit, whether 
each transaction complies with the provisions of this order. This order does not 
specify any perticular accounting method and does not require alteratio f ti 
tem of records customarily used, provided such reeords supply an adequat 
for audit Records mav be retained in the form of microfilm or othe 


; 
tographic copies instead of the originals by those persons who, at the tin 

microfilm or other photographic records are made, maintain such cop 
records in the regular and usual course of business 


All records required by this or ler shall be made available for inspe I 
and audit by duly authorized representatives of the National Production Authority 
at the usual pla of b s where ma iined 
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(c) Persons subject to this order shall make such records and submit s 
other reports to the National Production Authority as it shall require, subj: 
to the terms of the Federal Reports Act of 1942 (5 U. S. C. 139—139F). 

Sec. 19. Violations. Any person who wilfully violates any provision of 
order, or any other order or regulation of NPA, or who wilfully furnishes fa 
information or conceals any material fact in the course of operation under ¢ 
order, is guilty of a crime and upon conviction may be punished by fine or 
prisonment or both. In addition, administrative action may be taken aga 
any such person to suspend his privilege of making or receiving further deliver 
of materials or using facilities under priority or allocation control and to depr 
him of further priorities assistance. 

Note: All reporting and record-keeping »equirements of this order have been approved by the Bu 
of the Budget in accordance with the Federal Reports Act of 1942. 

This order as amended shall take effect January 23, 1952. 

NATIONAL PropvucTion AUTHORITY, 
By Joun B. Otverson, Recording Secretary 


TITLE 32A—NATIONAL DEFENSE, APPENDIX 
Cuapter VI—NatTIONAL Propuction AuTrnority, DEPARTMENT OF CoMMER 
[NPA Order M-5, Directions i, 2, and 3—Revocation] 
M-5—Ratep ORDERS FOR ALUMINUM 
DIR. 1—ORDER ACCEPTANCE 
DIR. 2.—RESERVATION OF FOURTH QUARTER PRODUCTION 


DIR. 3 SHIPMENTS ON AND AFTER OCTOBER 1, 1951 


Directions 1 (16 F. R. 9087, 12511), 2 (16 F. R. 9723), and 3 (16 F. R. 1008 
to NPA Order M-—5 are hereby revoked. The revocation of these directions 
NPA Order M-5 does not relieve any person of any obligation or liability incurr 
thereunder, nor deprive any person of any rights received or accrued under sa 
directions prior to the effective date of their revocation, except as such direct 
are limited by NPA Order M—5 as amended January 23, 1952. 

(Sec. 704, 64 Stat. 816, as amended; 50 U. 8S. C. App. Sup. 2154 

This revocation is effective January 23, 1952. 

NATIONAL Propuction AUTHORITY, 
By Joan B. Otverson, Recording Secreta 
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Exuisir 7 
Inpustry Apvisory CommirrEEs PrEsIpED Over By THE CoppeR Divisi 
There are seven Industry Advisory Committees presided over by the Copper 
Division. The selection of the members for each of the Industry Advisor 
Committees is made on the basis of company size and geographical locatio: 


Breakdown of representation by company size 


ize 
Tota 
Large Medium Small 
(A) Primary Copper Producers Industry Advisory Committes | 
B) Brass Mill Industry Advisory Committees } 
( Wire and Cable Industry Advisory Committes 1 
D) Brass and Bronze Foundries Industry Advisory Com 
(EF) Brass and Bronze Ingot Makers Industry Advisory Com 
mittes 2 ‘ 7 
} Br \I Products Distributors Industry Advisory 
( 4 
(G) Elect il] Apparatus and Supply Distribution Industry 
Ad ( ttes 7 , 
(H) Copper Powder Producers Industry Advisory Committee 6 
Sour Nat il Production Authority, Copper Division 





Exuisir 8 
M-16 As Amended Dee. 17, 1951 


U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


Cuaprer VI—NAaTIONAL PrRopvucTIon AvuTHoRITY, DEPARTMENT 
or COMMERCE 


[NPA Order M-16, as amended Dec, 17, 1951] 
M-—16—Di1srrisutTion or Copper Raw MaArTerRIALs 


This amendment to NPA Order M—16, as last amended July 13, 1951, is found 
necessary and appropriate to promote the national defense and is issued pur 
suant to the authority granted by the Defense Production Act of 1950, as 


amended In the formulation of the amendment of this order there has be¢ 


cons'iItation with industry representatives, including trade association repr 
sentatives, and consideration has been given to their recommendations. Hov 
with representatives of all trades and industries affected 


ever, consuitation 
has been rendered impracticab 


'vence of the issuance of this amendment 


a 
for immediate action and because the amendment affect 


due to the necessity 
a larre number of different trades and industries. 

this amendment affects NPA Order M-—16 as follows The definitions 
“co »per wire mill products,” brass mill products,” “foundry products,’”’ “refine 
been changed, and a 


“other copper-base alloy scrap’’ have 
Section 3 has bee 


en 


coppe § 
deintion of “powder mill products” has been added. 
Sections 5, 6, 7, 8, 9, and 11 hav 


I n amended As so amended, NPA Order M-—16 reads as follows 


anended and two new paragraphs added 


rec, 
\ t ler does 
ry 
\ y DIM Ww terial 
4. Re » rap 
5. R ( ‘ ( wccumula 
6. Re iwreement 
Au AL10 
. o a . ‘ ent or exceptior 
@. Re l 
1 ( i 








SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 817 


AUTHORITY. Sections 1 to 11 issued under sec. 704, 64 Stat. 816, Pub. Law 96, 82d Cong.; 50 U. S.C. App. 

2144. Interpret or apply sec. 101, 64 Stat. 799, Pub. Law 96, 82d Cong.; 50 U. 8. C. App. Sup. 2071; 

, E. O, 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CRF, 1950 Supp.; sec. 2 E. O. 10200, Jan 3, 1951, 16 F. R. 

secs. 402, 405, E. O. 10281, Aug. 28, 1951, 16 F. R. 8789 

Section 1. What this order does. The purpose of this order is to regulate the 
acceptance, delivery, and distribution of all copper raw materials (whether on toll 
agreements or otherwise) so as to provide an equitable distribution of such 
materials. It sets forth the classes of persons who may receive such materials 
without specific authorization from the National Production Authority and the 
types of copper raw materials such persons may so receive, and provides for ap- 
plication by all other persons to the National Production Authority for specific 
written authorization. It also limits toll agreements covering scrap and prohibits 
undue accumulation of scrap. 

Sec. 2. Definitions. As used in this order: 

a) ‘Person’? means any individual, corporation, partnership, association, or 
any other organized group of persons, and includes any agency of the United 
States or any other government 

b) “Copper” means unalloved copper, including electrolytic copper, fire- 
refined copper, and all unalloyed copper in any form. 

c) “‘Copper-base alloy’’ means any alloy in the composition of which the 
percentage of copper metal equals or exceeds 40 percent by weight of the metallic 
content of the alloy. It includes fired and demilitarized cartridge and artillery 
cases, and all copper-base alloy in any form. It does not include alloyed gold 
produced in accordance with U. 8. Commercial Standard CS 67-38 

d) “‘Serap’’ means all copper or copper-base alloy materials or objects which 
are the waste or byproduct of industrial fabrication, or which have been discarded 
on account of obsolescence, failure, or other reason. 

e) ‘‘Copper wire mill product’? means uninsulated or insulated wire and cable, 
whatever the outer protective coverings may be, made from copper or copper-base 
alloy, and also copper-clad steel wire containing over 20 percent copper by weight, 
regardless of end use. All copper wire mill products should be measured in terms 
of pounds of copper content 

f) ‘‘Brass mill products’’ means copper and copper-base alloys in the following 
forms: sheet, plate, and strip in flat lengths or coils; rod, bar, shapes, and wire, 
except copper wire mill products; and rolled anodes, seamless tube, and pipe. 
Straightening, threading, chamfering and cutting to width and length, and reduc- 
tion in gage, do not constitute changes in form of brass mill products except as 
determined by NPA. The following related products which have been produced 
by a change in form of brass mill products are not included in the definition of 
brass mill products: 

Circles Rotating bands. 

Dises. Tube and nipples—welded, brazed, or 
Cups mechanically seamed. 

Blanks and segments. Formed flashings. 

Forgings. Engravers’ copper. 

Welding rod, 3 feet or less in length. 


Allotments for the purpose of producing such related products shall be in terms 
of the estimated weight of the brass mill product from which such related product 
is made. 

g) ‘Foundry product’? means cast copper or copper-base alloy shapes and 
forms suitable for ultimate use without remelting, rolling, drawing, extruding, or 
forging The process of casting includes the removal of gates, risers, and sprues, 
and sandblasting, tumbling, or dipping, but does not include any further machining 
or processing For centrifugal castings the process includes the removal of the 
h cut in the inner or outer diameter, or both, before delivery to a customer. 


Castings include anodes cast in a foundry or by an ingot maker 

h) ‘* Powder mill products’’ means copper or copper-base alloy in the form of 
granular or flake powder 

i) ‘*Copper raw materials”’ as used in this order includes the following materials 
as defined below: 

1) ‘*Refined copper’’—Copper metal which has been refined | 

ectrolysis or fire-refining to a grade and in a form suitable for 

as cathodes, wire bars, ingot bars, ingots, cakes, billets, or other refined shapes. 
This does not include copper-base alloy ingot, brass mill castings, intermediate 
shapes, anodes, powder mill products, copper wire mill products, brass mill 
products, or foundry copper or copper-base alloy products. 


Vy any process of 
abrication, such 


) 
f 
i 
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(2) ‘‘Brass mill serap’’—Uncontaminated scrap which is the waste or by 
product of the production or industry fabrication of brass mill products or copper 
wire mill products. It includes uncontaminated fired and demilitarized cartrid; 
and artillery cases. 

(3) ‘Other copper-base alloy scrap’’—Alloyed copper scrap other than bra 
mill serap. It includes contaminated fired and demilitarized cartridge and 
artillery cases. 

(4) ‘Other unalloyed copper scrap’’—Unalloyed copper scrap other than bras 
mill scrap. 

(5) “Fired and demilitarized cartridge and artillery cases’’—Fired and demi 
tarized cartridge and artillery cases which have been manufactured from brass 
mill products and are not contaminated. 

(6) ‘Brass mill casting’’-—A copper-base alloy casting, from which brass m 
or intermediate shapes may be rolled, drawn, or extruded, without remelting. 

(7) ‘‘Copper-base alloy ingot’’—A copper-base alloy used in remelting, alloyir 
or deoxidizing operations. 

(8) ‘‘Copper or copper-base alloy shot and waffle’’—Shot or waffle produc: 
from copper or copper-base alloy, and to be used in remelting, alloying, deo 
idizing, or chemical operations, 

(9) ‘“‘Intermediate shape’’—Any product which has been rolled, drawn, or 
extruded, from refined copper or brass mill castings, and which will be rerolled 
redrawn, insulated, or further processed into finished brass mill or copper wir 
mill products by other producers of copper or copper-base alloy controlled 
materials 

(10) ‘‘Copper precipitates (or cement copper)’’—Copper metal precipitated 
rom mine water by contact with iron scrap, tin cans, or iron in other forms. 

Sec. 3. Acceptance of delivery of copper raw materials. (a) Commencing August 
1, 1951, no person may accept delivery of any copper raw materials, including 
those which are processed on a toll basis in accordance with section 6 of this order 
except railroad engine castings and car journal bearings pursuant to section 6 
of this order or except as specifically authorized in writing by the National Pro- 
duction Authority: Provided, however, That a person listed.in column (A) of t! 
table set forth at the end of this paragraph may accept delivery of the copper ra 
materials specified in the corresponding section of column (B) of the table with« 
such written authorization. In those sections of column (B) where no copper raw 
material is specified but a form is indicated, persons desiring copper raw materials 
shall apply on such form for written authorization not later than the tenth day 
the month preceding the month in which delivery is sought. Notwithstandi: 
the provisions of this paragraph, foundries using less than 10,000 pounds of copper 
raw materials per month shall apply on Form NPAF-—83 on or before January 10 
1952, for an allocation for the second and third calendar quarters of 1952, and o 
or before July 10, 1952, for an allocation for the fourth quarter of 1952 and the firs' 
quarter of 1953. Foundries using 10,000 pounds or more, but less than 100,000 
pounds, of copper raw materials per month shall apply for quarterly allocations 
on Form NPAF-83 by the tenth day of the month preceding the first, secor 
third, and fourth calendar quarters of 1952. Foundries using 100,000 pounds 
more of copper raw materials per month shall apply on Form NPAF-83 by t 
tenth day of the month preceding that in which delivery is sought. Such applica- 
tion must furnish all information required by the form. 
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(A) (B 


Refiner—Any person who produces refined copper. This | (1) Other unalloyed copper scrap; other 
includes any person who converts copper-clad or copper- copper-base alloy scrap; refined 
base, Or copper-base alloy-clad steel scrap into refined copper. 
copper. 
crap dealer and broker—Any person regularly engaged in | (2) Other unalloyed copper scrap!; other 
the business of buying and selling scrap, but who does not copper-base alloy scrap '; brass mill 
melt such scrap. scrap'; contaminated fired and 

demilitarized cartridge and artil- 
lery cases'. 

Jobber dealer—Any person who receives physical delivery | (3) None (apply on Form NPAF-83). 
of refined copper, copper-base alloy ingot, or copper or | 
copper-base alloy shot, and sells or holds the same for sale 
without change in form 

4) Exporter—Any person who exports copper raw materials 4) None (apply on Form N PA F-83 and 
| give export license number 

Brass mill—Any person who produces brass mill products, | (5) None (apply on Form N PA F-83). 


brass mill castings, or intermediate shapes 
Copper wire mill—Any person who produces copper wir 6) None (apply on Form NPAF-83) 

mill products or intermediate sham 

7) Brass and bronze foundr Any person who produces | (7) None? (apply on Form N PAF-83). 
foundry copper or copper-base all products 

8) Ingot maker—Any person who produces copper-base alloy 8) None? (apply on Form N PAF-83 
ingot for delivery as such 

9) Miscellaneous producer—Any person, not falling in one of 9) None (apply on Form N PAF-83). 
the classes described above, who copper raw 


naterials in his regular product 
Chemical plants, iron foundri 


F xam ples 
foundries, 








lectrotypers, producers of copper and copper-base alloy 
; powder 
‘ 10) Scrap. generator—Any person, other tl 10) None 
who in his normal operations gener 
scrap or copper-clad or copper-base a 
but who is not in the busine prodt 
e materials, copper wire mill produ 
powder mill products, or found: 
alloy products 
All other persons 11) None 
See also section 5 (b) of this order. 
3 Foundries and ingot makers may exchange an themselves, and with each other, copper-base alloy 
rot an equivalent copper content ba without charging such deliveries against the iuthorizations. 


b) Any person who receives written authorization to accept delivery of copper 
raw materials shall furnish to his supplier a signed certification in substantially 
following form: 


) The undersigned certifies, subject to statutory penalties, that acceptance of 
lelivery of the copper raw materials. herein ordered is permitted pursuant to 
NPA Authorization No 
his certification constitutes a representation by the purchaser to the seller, and 
to the National Production Authority, that delivery of the copper raw materials 
t be accepted by the purchaser pursuant to the indicated written authorization. 
Notwithstanding the provisions of paragraph (a) of this section, a person 
iy, during the calendar quarter commencing July 1, 1951, and each calendar 
arter thereafter, receive copper raw materials without specific authorization of 
the National Production Authority. provided: 


May 


That his total receipts of all copper raw materials from all sources during 
calendar quarter do not exceed 300 pounds copper content, and 

2) That he furnishes to the person who supplies the material a signed cer- 

tion in substantially the following form: 


rhe undersigned hereby certifies, subject to statutory penalties, that receipt of 
opper raw materials herein ordered in the calendar quarter requested will not 
his total receipts during that quarter above 300 pounds copper content. 
certification constitutes a representation by the purchaser to the seller, and 
National Production Authority, that delivery of such copper raw materials 
be accepted by the purchaser pursuant to this order 
Except with the written permission of the National Production Authority 
) refiner, scrap dealer, jobber dealer, ingot maker, or other person dealing 
opper raw materials, may deliver any copper raw materials to a refiner, scrap 
er, or broker, except the type of copper raw materials that such refiners, scrap 
lealers, or brokers are permitted to receive without authorization pursuant to 
paragraph (a) of this section, and (2) no person shall deliver copper raw materials 
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to any person other than a refiner, scrap dealer, or broker without first ha 
received from such person the certification set forth in paragraph (b) or paragr 
(c) of this section. 

e) The provisions of this section apply not only to acceptance of delivery 
a person from other persons, including affiliates and subsidiaries, but als 


acceptance of delivery by a branch, division, or section of a single enterp 
which produces copper controlled materials from a branch, division, or sectio: 


the same or any other enterprise under common ownership or control which 
not produce copper controlled materials 

Sec. 4 Restrictions on disposa of scrap. a No person other than estab 
ments of the United States Army, Navy, or Air Force, such as arsenals, 1 
yards, gun factories, and depots, or a person who is in the business of produ 
copper raw materials (such as refineries, ingot makers, copper wire mills, b 
mills, or foundries), or a person who qualifies as a “ Miscellaneous pro lucer 
listed in Column A under section 3 of this order, shall melt or proe*ss any sera 
copper-base alloy-clad steel scrap generated in his plant through fabrication 
accumulated in his operations through obsolescence, except as specifically 
thorized in writing by the National Production Authority, nor shall he dis; 
of such materials in anv way other than by delivery to a person authorized 
this order to accept delivery. 

b) No person shall dispose of any material, the delivery of which he acce; 
as scrap, other than as scrap, except with the specifie authorization of the Nati 


Production Authority: Provided, however, That scrap dealers and brokers may 
in each month as usable material a quantity of material that was acquir« 
scrap and does not in the aggregate exceed 1,000 pounds (copper content 
Nothing contained in this order shall prohibit any public utility from 

as is,”’ in its own operation, copper wire or cable which has become scra; 
obsok SCCHCE 

SE 5. Restrictions on inventory accumulations. a Unless specifically 
thorized by the National Production Authority, no person who generates s« 
in his operations through fabrication, manufacture, or obsolescene shall kee; 


hand more than 30 days’ accumulation of serap or copper-clad or copper-ba 


alloy-clad steel scrap unless such accumulation aggregates less than 2,000 pou 

b) No serap dealer may accept delivery of any kind, grade, or type of s 
if his total inventory of scrap (including inventory not physically located ir 
dealer’s yard or plant) is, or by such receipt would become, in excess of the we 
of his total deliveries of scrap during the preceding 60-day period 

c) The provisions of paragraph a) of this section shall not apply to the est 
lishments of the United States Army, Navy, or Air Force, such as arsenals 
yards, gun factories, and depots: Provided, however, That such establishments 


i Ru i 


report to the National Production Authority by August 10, 1951, with resp 


to July, and by the tenth day of each month thereafter with respect to the pre: 
ing month, the quantity and type of scrap at each such location. 

Sec. 6. Restrictions on toll agreements. a) Commencing on December 
1950, and unless the person delivering or owning the scrap, or the persor 
whose benefit the conversion, remelting, or other processing of the scrap w 
effected, has received the approval of the National Production Authority 
person shall deliver scrap, and no person shall accept such scrap, for conver 
remelting, or other processing into electrolytic or fire-refined copper under 
existing er future toll agreement, conversion agreement, or other arrangement 
which title to the scrap remains vested in the person delivering or owning 
scrap, or pursuant to which unalloyed copper in any quantities, equivalk 
otherwise, is to be returned to the person delivering or owning the scrap 
provisions of this paragraph will apply with equal effect to any agency relat 
ship which would result in a toll arrangement as described in this paragrap 

b) Commencing on July 15, 1951, and unless the person delivering or ow 
the refined copper or scrap, or the person for whose benefit the conversio! 
melting. or other processing of the refined copper or scrap will be effected 
received the written approval of the National Production Authority, no per 
shall deliver refined copper or scrap, and no person shall accept same, for 
verting, remelting, or other processing into copper wire mill products, brass 


products, foundry products, copper-base alloy ingot, or other miscellane 


products under any existing or future toll agreement, conversion agreement 


other arrangement by which title to the refined copper or scrap remains ves 
in the person delivering or owning the refined copper or scrap, or pursuant 


which copper wire mill products, brass mill products, foundry products, copp 


base alloy ingot, or other miscellaneous products in any quantities, equiva 
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or otherwise, is to be returned to the person delivering or owning the refined 
copper or scrap. The provisions of this paragraph will apply with equal effect 
to any agency relationship which would result in a toll arrangement hereinabove 
described. Nothing contained in this paragraph shall prohibit railroads from 
converting or having converted for them, railroad engine castings and car journal 
bearings for their own use. 

c) Persons requesting such approval shall file with the National Production 
Authority a letter setting forth the names and addresses of the parties to any 
existing or proposed toll or conversion agreement; the kind, grade, and form of 
the refined copper or scrap involved; the tonnage of the refined copper or scrap 
and the estimated tonnage of the electrolytic or fire-refined copper, copper wire 
mill products, brass mill products, foundry products, copper-base alloy ingot, or 
other miscellaneous products resulting; the estimated rate and dates of delivery 
of such copper or copper products; the length of time such agreement or other 
similar agreement between the same parties has been in force; the duration of 
the agreement; the purpose for which such copper or copper products are to be 
ised; and such other information as the applicant may wish to submit 

Sec. 7. Authorizations and directives. The National Production Authority may 
ssue authorizations or directives from time to time with respect to the delivery, 


lisposal, and conversion of copper raw materials. Such authorizations and direc- 
es shall be complied with by the recipients thereof 
Sec. & Applications for adjustment or exception. Any person affected bv any 


provision of this order may file a request for adjustment or exception upon the 
ground that any provision works an undue or exceptional hardship upon him 
ot suffered generally by other n the same trade or industry. or that its enforce- 


nt against him would not be in the interest of the national defense or in the 


public interest In examining requests for adjustment claiming that the public 
nterest is prejudiced by the application of any provision of this order, considera- 
tion will be given to the requirements of the public health and safety, civilian 
defense, and dislocation of labor and resulting unemployment that would impair 
he defense progran Each request shall be in writing, by letter in triplicate, 
1 shall set forth all pertine t facts, the nature of the relief sought, and the justi- 
fication therefor 
Sec. 9. Records and re} Each perso participating in any tral saction 
vered by this order sha ike and preser for at least 3 vears thereafter, 
accurate and complete records of receipts, deliveries, inventories production, and 
n sufficient detail to permit the determination, after audit, whether each 
ransaction complies witl the provisions of this order This order does not Spe cify 
anv particular accounting method and does not require alteration of the svstem 
records customarily used, provided such records supply an adequate basis for 
lit Records may be retained in the form of microfilm or other photographi« 
copies instead of the originals by those persons who, at the time such microfilm 


or other photographie records are made, maintain such copies of records in the 


i 








recular and usual course of business , 

b) All records required by this order shall be made available at the usual 
wce of business where maintained for inspection and audit by duly authorized 

esentatives of the National Production Authorit, 
Anv person who uses or processes copper or copper-base alloy in his opera- 
ns and who falls within the general classification set forth in Column A of the 
able at the end of this paragraph shall complete and return the Bureau of Mines 
identified in the correspor1 } ng section of ¢ olumn Sof the table to the address 
| specified on the form, in the number of copies necified on the form, on or before 
twentieth dav of Julv 1951 with respect to such use or processing during 
ne 1951. and on or before the fifteenth dav of each succeeding month with re- 
t to such use or processing luring the precedir g month exce pt that the form 
ated under item 5 in the table at the end of this paragraph shall be filed on 


‘ 


before February 28, 1952, with respect to operations during the year 1951. 


t makers and n ‘ M 
nill 7 . 14 ws 
I irv smelter in-M 
P ey refine v 
I ‘ | 1» wire A> 
Ex t those requir } 15-MS 
-_—— 
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(d) Commencing December 17, 1951, any person other than a refiner, cust 
smelter, scrap dealer, or scrap generator, who deals in refined copper or who ow 
melts, or otherwise uses in his operations, electrolytic or fire-refined copper 
unalloyed copper in any form (including scrap), copper-base raw materials in a 
form (including ingot and scrap), or intermediate brass or copper wire mill shay 
shall complete and return Form NPAF-83 to the National Production Authori 
Washington 25, D. C., Ref: M-—16, in the number of copies specified on t} 
form. Such reports shall be filed monthly in accordance with the reporti 
procedure specified on the form, except in those cases where the form indicat: 
quarterly report should be filed. The provisions of this paragraph do not ap; 
to any person who owns less than 500 pounds of the forms of copper enumerat 
in this paragraph, or who melts or otherwise uses less than 500 pounds of su 
forms of copper per month. 

e) Commencing December 17, 1951, any person who produces copper 
copper-base alloy controlled materials (brass mill products, e~pper wire 
products, foundry products, or powder mill products as defined in section 2 
this order), shall complete and return Form NPAF-—S84 to the National Product 
Authority, Washington 25, D. C., Ref: M—16, in the number of copies specifi: 
on that form. Such report shall be filed monthly in accordance with the report 
procedure specified on the form, except in those cases where the form indica 
that a quarterly report should be filed. 

(f) Persons subject to this order shall make such other records and sub: 
such other reports to the National Production Authority as it shall requir 
subject to the terms of the Federal Reports Act 1942 (5 U.S. C. 139-139F). 

Sec. 10. Communications. All communications concerning this order shall 
addressed to the National Production Authority, Washington 25, D. C., Ref 
M-—16. 

Sec. 11. Violations. Any person who willfully violates any provision of t 
order, or any other order or regulation of NPA, or who willfully furnishes fa 
information or conceals any material fact in the course of operation under | 
order, is guilty of a crime and upon conviction may be punished by fine or impris: 
ment or both. In addition, administrative action may be taken against any su 
person to suspend his privilege of making or receiving further deliveries of m: 
terials, or using facilities under priority or allocation control and to deprive hi 
of further priorities assistance. 

Nore: All reporting and record-keeping requirements of this order have been approved by the Burs 
of the Budget in accordance with the Federal Reports Act. 

This order as amended shall take effect on December 17, 1951. 

NATIONAL PropucTIon AUTHORITY, 
By Joun B. Otverson, Recording Secretary. 


M 
Dir 
Nov. 19, 195! 


U. S. DeparTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
Cuaptrer VI—NartTIonaAt Propvuction AutTHority, DEPARTMENT OF COMMERC! 
(NPA Order M-16, Direction 1] 
M-16—Disrrisution or Copper Raw MarTerRIALs 
DIR. I.—-ADVANCE AUTHORIZATIONS 


This direction under NPA Order M-—16 is found necessary and appropriaté 
promote the national defense and is issued pursuant to the Defense Producti 
Act of 1950 as amended. In the formulation of this direction there has beet 
consultation with industry representatives and consideration has been given t 
their recommendations. 

Sec. 

1. What this direction does, 
2. Advance authorizations. 
3. Certification 
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AvuTHorityY: Secs, 1 to 3 issued under sec. 704, 64 Stat. 816, Pub. Law 96, 82d Cong.; 50 U. S. C. App. 
Sup. 2154. 

Section 1. What this direction does. The purpose of this direction is to permit 
persons who have received authority to purchase copper raw materials to place 
orders for and accept delivery of a limited quantity of similar materials during 
the month succeeding the month for which the authorization was issued. 

Sec. 2. Advance authorizations. (a) Any person who has received a written 
authorization pursuant to section 3 of NPA Order M-—16, which authorization 
permits the acceptance of delivery of specified copper raw materials in a given 
month, may order for delivery to him during the immediately succeeding month a 
quantity of copper raw materials not in excess of 50 percent of each type of 
material for which he has such written authorization, and may, during such 
succeeding month, accept delivery of the material so ordered. This permission 
joes not apply to persons whose authcrization to purchase, issued pursuant to 
section 3 of NPA Order M-—16, covers a period longer than 1 month. 

b) Any material ordered pursuant to the permission granted by this section 
nust be deducted from the written authorization issued pursuant to section 3 of 
NPA Order M—16 covering such immediately succeeding month. If the authoriza- 
tion is not large enough to cover the entire quantity order d, any excess must be 
deducted from the next authorization received. 

Sec. 3. Certification. Orders placed pursuant to the permission granted by 
section 2 of this direction shall be certified as provided in paragraph (b) of section 3 
of NPA Order M—16, except that where such certification provides for the authori- 
zation number to be given, there shall be inserted the authorization number 
which is the basis for the advance order, together with the words“‘advance 
authorization.” 

This direction shal! take effect on November 19, 1951. 

NATIONAL PropucTION AUTHORITY, 
By Joun B. OLVERSON, Recording Secretar.,. 





ExurBitT 9 
M-82 
As amended 
Feb. 14, 1952 
U. S. DeparRTMENT oF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CuapTteR VI—NatTionaL Propuction Avutuority, DEPARTMENT OF COMMERCE 
[NPA Order M-82, as amended Feb. 14, 1952] 
M-82—DistrisuTion or Brass MiLt Propucts to DIstTRIBUTORS 


This order as amended is found necessary and appropriate to promote the 
national defense and is issued pursuant to the authority granted by the Defense 
Production Act of 1950 as amended. In the formulation of this amended order 
there has been consultation with industry representatives, including trade asso- 
ciation representatives, and consideration has been given to their recommenda- 
tions. However, consultation with representatives of all trades and industries 
affected in advance of the issuance of this order as amended has been rendered 
impracticable due to the necessity for immediate action and because the order 
affects a large number of different trades and industries. 

NPA Order M-82 of August 31, 1951, is hereby amended as follows: 

1. The definition of ‘‘brass mill products”’ in section 2 (c) is changed to conform 
to the definition contained in NPA Order M-—11. 

2. The definition of ‘distributor’ in section 2 (g) is changed to include persons 
who purchase from other distributors. 

3. A new paragraph (h) defining ‘‘NPA’’, is added to section 2. 

4. Section 3 (d) is deleted. 

5. Section 3 (c) and sections 4, 5, 7, and 8 are changed to provide for distributors 
who purchase from other distributors. 

6. Paragraphs (a) and (b) of section 6 are changed to permit additional sales 
of condenser tubes without NPA authorizations and to set forth procedures for 
placing orders for direct mill shipments 
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7. Anew paragraph (c) has been added to section’6 to limit sales by distributors 
to sales on authorized controlled material orders with minor exceptions, 

8. Section 11 has been amended to provideythat applications for adjustments 
shall be made by letter in triplicate. 

In addition, there have been minor editorial changes. 

As amended, NPA Order M-82 reads,as follows: 


Sec, 

1. What this order does 

2. Definitions. 

3. How a distributor obtains brass mill products 

4. Monthly X-6 quotas, 

5. Limitations on acceptance of X-6 orders by brass mills or distriputors. 
6. Limitations on acceptance of orders by distributors 
7. Inventory limitations, 

8. Certification 

9. Applicability of other regulations and orders. 

10. Records and reports 


11. Request for adjustment or exception. 
12. Communications, 
13. Violations, 

AUTHORITY: Sections 1 to 13 issued under sec. 704, 64 Stat. 816, Pub. Law 96, 82d Cong.; 50 U. S.C. Ap 
Sup. 2154. Interpret or apply sec. 101, 64 Stat. 799, Pub. Law 96, 82d Cong.; 50 U. 8. C. App. Sup. 2 
sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp.; sec. 2, E. O. 10200, Jan. 3, 1951, 16 F. |} 
61; secs. 402, 405, E. O. 10281, Aug. 28, 1951, 16 F. R. 8789. 


th 


Section 1. What this order does. The purpose of this order is to provide for 
the restoration and maintenance of reasonable inventories by distributors of 
brass mill products. It describes how orders for brass mill products shall b: 
accepted and filled by distributors and how such shipments shall be replaced by 
brass mills. It authorizes distributors to place authorized controlled materia 
orders within certain limitations, sets forth limitations on the required acceptanc 
of such orders by brass mills, and revokes the authority of distributors to plac 
orders certified under Direction 1 to NPA Order M-11. 

Sec. 2. Definitions. As used in this order 

a) ‘“‘Base period”? means the period commencing January 1, 1947, and ending 
June 30, 1950. 

b) “Person’’ means any individual, corporation, partnership, association, « 
includes any agency of the Unité 


any other organized group of persons, and 
States or any other government 
c) “Brass mill products’’ means copper and copper-base alloys in the follow 

forms: sheet, plate, and strip, in flat lengths or coils; rod, bar, shapes, and wir 
except copper wire mill products; anodes, rolled, forged, or sheared from cathode 
and seamless tube and pipe. Straightening, threading, chamfering, and cutting 
to width and length, and reduction in gage, do not constitute changes in form of 
brass mill products except as determined by NPA. The following related préduct 
which have been produced by a change in form of brass mill products are not 


included in the definition of brass mill products 

Circles. Welding rod, 3 feet or less in length. 
Discs. Rotating bands. 

Cups. Tube and nipples—welded, brazed, 
Blanks and segments. mechanically seamed 


Forgings (except anodes) 

d) ‘Brass mill’? means any person who produces brass mill products 

e) “Item of brass mill products”? means a particular brass mill product of one 
given dimension (except length), shape, temper, alloy, and finish. 

f) “‘Inventory’’ means brass mill. products owned by a distributor or he 
by him on consignment within the United States, its territories and possessions 
for resale as brass mill products. It coes not include brass mill products held | 
him for fabrication, whether for his own account or for others, or direct mill shi; 


ments bv a mill to a distributor’s customer. 

Distributor” means any person (including a warehouseman or jobber but 
not a retailer) engaged in the business of stocking brass mill products received 
from a brass mill or another distributor at a location regularly maintained by 
him for such purpose, for sale or resale in the form or shape as received, or after 
performing the operations described in this paragraph, and who, in connectio: 
therewith, maintains facilities and equipment necessary to conduct such busine 
Such operations are straightening, threading, chamfering, cutting to width and 
length, and edging. A distributor shall be deemed to be such only with respe« 
to such brass mill products as are regularly maintained in his inventory. Occa- 
al or accommodation sales, or purchases from brass mills or other distributors 


slor 
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shall not constitute engaging in the business of distributing brass mill products. 
Any brass mill maintaining an inventory of brass mill products at a location other 
than the mill and regularly engaging in the business of making sales from such 
inventory as a distributor shall be deemed to be a distributor with respect to 
such inventory and business for the purposes of this order. Any distributor 
operating more than one warehouse may consider all warehouses operated by 
him as one warehouse for the purpose of this order. 

h) ‘“‘“NPA” means the National Production Authority. 

Sec. 3. How a distributor obtains brass mil! products. a) Commencing on 
September 1, 1951, and subject to the quantity limitations contained in section 4 
of this order, a distributor may apply the allotment symbol X—6 to orders for 
brass mill products for the purpose of replacing his inventory of such products. 

b A delivery order bearing the svmbol X—6. together with the certification 
provided for in section 8 of this order, shall constitute an authorized controlled 
material order for the purpose of all CMP regulations. 

c) Subject to the limitations of any other applicable NPA regulation or order, 
a distributor may purchase brass mill products without limitation where such 


purchase Is nota purchast made from a domestic brass mill or another distributor 
which will result in a violation of section 7 of this order 
Sec 4. Monthly 6 quotas Any distributor who during the preceding 


onth has delivered brass mill products from his inventory to fill authorized 
controlled material orders placed with him may place an order with a brass mill 
or another distributor for replacement in his inventory of an equal weight of brass 


nill products, to which order the allotment symbol X—6 may be applied In 
addition, a distributor whose inventory (by weight) on the last business day o 
any month, is less than his average monthly inventory (by weight) during the 
base period may place an order bearing the allotment svmbol X—6 with a brass 
mill or another distributor during the succeeding month for 5 percent of the 
difference between his average monthly inventory (by weight) during the base 
period and such inventory at the end of the month The total weight of material 


covered by orders placed by any distributor with brass mills and other distributors 
in each month and bearing the allotment svmbol X—6 shall, however, in no event 


exceed 150 percent of the average monthly weight of deliveries of brass mill 
products from brass mills and other distributors to such distributor during the 
base period. In determining average monthly inventory during the base period 
or average monthly deliveries of brass mill products during the base period, a 
listributor may exclude any months during the base period in which he was not 
engaged in the business of distributing brass mill products 

Sec. 5. Limitatior n acceplance o Y-# orde hy brass mills or distribu rs. 


(a) A brass mill or another distributor need not accept an X—6 order from any 
listributor if such distributor was not a purchaser of brass mill products from 
during the base period 


b) A brass mill or another distributor need not accept an X—6 order from a 


listributor for any item of brass mill products which such distributor did not 
purehase from him during the base period. 
‘ Any distributor who |} inable to place an order bearing the allotment 
bol X—6 due to the limitations of this seetion should apply to the National 
Production Authority, Washington 25, D. ¢ Ref: M-S2, specifying the brass 
s or distributors that refused to accept the order. NPA will assist him in 
ocating sources ol Ssuppi\ 
SEC 6 L mitatior o? rece pian of ord : hy listribut . tt \ distributor 
ay not accept for delivery from his inventory (1) any one order from any one 


f 


person for more than 2,000 pounds of any item of brass mill products except 
condenser tubes, or for more than 10,000 pounds of condenser tubes, without the 


vritten approval of NPA, or (2) orders for any brass mill products in excess of 
distributor’s inventory of such products (including such products in transit 
o the distributor) on the date of the receipt of such order Distributors are not 


equired to accept an a ithorized controlled material order for more than 500 


pounds of any item of brass mill products or 50 percent of the distributor’s inven- 
therwise directed by NPA. For the 


ory of such item. whichever is less, unless o 
mitations of this section, a distributor sha regard 


l 
separate orders placed for delivery in the same month for the same item by any 


purposes ot t he qual tity 


person as orn ord r 


t \ distributor may accept an order for brass mill products for direct ship- 
ent from the brass nu to the customer or Vv to the extent that such order is 
acceptable to the brass mi Such a transaction shall not be considered a sale 


delivery bv a distributor for the purposes of this orde In forwarding such 
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an order to the brass mill for acceptance, the distributor must furnish the brass 
mill with the name and address of the customer, the date and number of thx 
customer’s order, the authorized controlled material order allotment symbol, and 
a copy of the certification, which copy, however, need not be a duplicate orig- 
inal. An order for brass mill products for direct shipment from the brass mi 

to the customer may be shipped to the distributor who placed the order wit! 
the brass mill, but in that event the distributor may not incorporate the materia 
so received physically in his inventory, and must use all such material only for 
the purpose of filling the order for which it was received. 

(c) A distributor may not accept, ship, or deliver any copper controlled materia 
except pursuant to an quthotiond controtied material order valid for the calendar 

uarter in which delivery is requested, unless the quantity of material to b 
ddivered on any one sale to any one person aggregates less than 25 pounds. Onl) 
sales on authorized controlled material orders are replaceable under the provisions 
of the first sentence of section 4 of this order. 

Sec. 7. Inventory limitations. No distributor may accept delivery of brass m 
products from domestic brass mills or other distributors if his inventory is, or | 
such receipt would become, in excess of his average monthly inventory during th: 
base period (excluding therefrom the months during which he was not engaged i: 
the business of distributing brass mill products) or in excess of a practicable mi 
mum working inventory as defined in NPA Reg. 1, whichever is less. 

Sec. 8. Certification. Any order for brass mill products placed by a distributor 
with a brass mill or another distributor and bearing the allotment symbol X-6 
pursuant to this order shall contain a certification in substantially the following 
form: 


Certified under CMP Regulation No. 1 and NPA Order M-—82 


This certification shall constitute a representation to the supplier and to NPA that 
the purchaser is authorized to place an authorized controlled material order undet 
the provisions of this order to obtain the material covered by the delivery order 

Sec. 9. Applicability of other regulations and orders. Nothing in this order sha 
be construed to relieve any person from the obligations of complying with su 
limitations as may be contained in any other applicable regulation or order of 
NPA or of any order of any other competent authority. 

Sec. 10. Records and Reports. (a) Fach person participating in any transactio: 
covered bv this order shall make and preserve, for at least 3 years thereafter 
accurate and complete records of receipts, deliveries, inventories, production, ar 
use, in sufficient detail to permit the determination, after audit, whether eac! 
transaction complies with the provisions of this order. This order does not 
specify any particular accounting method and does not require alteration of th: 
system of records customarily used, provided such records supply an adequat: 
basis for audit. Records may be retained in the form of microfilm or other 
photographic copies instead of the originals by those persons who, at the time su: 
microfilm or other photographic records are made, maintain such copies of record 
in the recular and usual course of business. 

(b) All records required by this order shall be made available at the usua 
place of business where maintained for inspection and audit by duly authorized 
representatives of NPA. 

(c) Persons subject to this order shall make such records and submit such r 
ports to NPA as it shall require, subject to the terms of the Federal Reports Act 
of 1942 (5 U.S. C. 139-139F). 

Sec. 11. Request for adjustment or erception. Any person affected by an; 
provision of this order may file a request for adjustment or exception upon the 
ground that his business operation was commenced during or after the base period 
that any provision otherwise works an undue or exceptional hardship upo 
him not suffered generally by others in the same trade or industry, or that it 
enforcement against him would not be in the interest of the national defer 
or in the public interest. In examining requests for adjustment claiming that 
the public interest is prejudiced by the application of any provision of this order 
consideration will be given to the requirements of the public health and safety 
civilian defense, and dislocation of labor and resulting unemployment that would 
impair the defense program. Each request shall be in writing, by letter in triplicat: 
and shall set forth all pertinent facts and the nature of the relief sought, and sha 
state the justification therefor. 

Sec. 12. Communications. All communications concerning this order sha 
be a‘idressed to the National Production Authority, Washington 25, D. C., Ref 
M-—82. 

Sec. 13. Violations. Any person who wilfully violates any provision of t! 


‘ 


order or any other order or regulation of NPA or who wilfully conceals a mate- 
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rial fact or furnishes false information in the course of operation under this order 
is guilty of a crime, and, upon conviction, may be punished by fine or imprisonment 
orboth. In addition, administrative action may be taken against any such person 
to suspend his privililege of making or receiving further deliveries of materials 
or using facilities under priority or allocation control and to deprive him of further 
priorities assistance. 


Note: All reporting and record-keeping requirements of this order have been approved by the Bureau 
of the Budget in accordance with the Federal Reports Act of 1942. 


This amended order shall take effect February 14, 1952. 


NaTIONAL PropucTion AUTHORITY, 
By Joun B. Otverson, Recording Secretary. 





Exuisir 10 
M-—86 
As amended 
Feb. 14, 1952 
U. S. DEPARTMENT OF COMMERCE 


NATIONAL PRODUCTION AUTHORITY 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CuapTeR VI—NaTIONAL PropuctTion AuTHORITY, DEPARTMENT OF COMMERCE 
[NPA Order M-86, as Amended February 14, 1952] 
M-86—DisrrisuTion or Copper Wire Mitt Propucts To DIstrRinuTors 


This order as amended is found necessary and appropriate to promote the 
national defense and is issued pursuant to the authority granted by the Defense 
Production Act of 1950, as amended. In the formulation of this amended order 
there has been consultation with industry representatives, including trade asso- 
jjation representatives, and consideration has been given to their recommenda- 

ons. However, consultation with representatives of all trades and industries 
affected in advance of the issuance of this order as amended has been rendered 
mpracticable due to the necessity for immediate action and because the order 
affects a large number of different trades and industries. 

NPA Order M-86 of October 5, 1951, is hereby amended as follows: 

1. Section 1 is changed more clearly to set forth the purpose of the order and 
to conform that purpose to other amendments made herewith. 

2. The definition of “‘copper wire mill products”’ in section 2 (c) is changed to 
onform to the definition contained in NPA Order M-11. 

3. A new section 2 (b), defining ‘‘NPA’’, is added. 

i. Section 3 (c) is deleted. 

5. Section 4 (a) is changed to permit orders to be placed for delivery in any 
alendar quarter 

§. Section 6 (c) is changed to set forth procedures for placing orders for direct 

| shipments. 

7. A new paragraph (d) is added to section 6 to limit sales by distributors to 
les on authorized controlled material orders with minor exceptions. 

8. Section 11 (a) is changed to provide that recorecs shell be kept for 3 years, 
and to permit photographic records to be maint: ined in certain ceses. 

). Section 12 is changed to provide that applications for adjustment or exception 

by letter in triplicate 

As amended, NPA Order M-—86 reads as follows: 


Vhat this order does. 

efinitions 

Hw a distributor obtains copper wire mill products, 
X 4 quotas 


\itations on acceptance of X-6 orders by copper wire mills or distributors. 
nitations o” accentance of orders by distribut 
7. Inventory limitations, 
if cation 


entories at separate locations 
Applicability of other regulations and orders, 
cords and reports 
Request for a*instment or exceptior 
mmunications. 
4. \ lations. 
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AvTHority: Sections 1 to 14 issued under sec. 704, 64 Stat. 816, Pub. Law 96, 82d Cong.; 50 U.S 
App. Sup. 2154. Interpret or apply sec. 101, 64 Stat. 799, Pub. Law 96, 82d Cong.; 50 U.S. C. App. Su 
2071; sec. 101, E. O. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp.; sec. 2, E. O. 10200, Jan. 3, 195 
16 F. R. 61; secs. 402, 405, E. O. 10281, Aug. 28, 1951, 16 F. R. 8789. 

Section 1. What this order does. The purpose of this order is to provide for 
the maintenance of practicable minimum working inventories by distributors of 
copper wire mill products. It describes how orders for copper wire mill products 
shall be accepted and filled by distributors and how such shipments shall be r 
placed by copper wire mills. It authorizes distributors to place authorized con- 
trolled material orders within certain limitations and sets forth limitations on th, 
required acceptance of such orders by copper wire mills or other distributors. 

Sec. 2. Definitions. As used in this order: (a) ‘‘Base period’’ means the peri 
commencing January 1, 1950, and ending December 31, 1950. If a person 
erated on a fiscal-vear basis prior to December 31, 1950, he may elect to take a 
his base period his last fiscal vear ending prior to that date. After such elect 
has been made, it may not thereafter be changed without the prior writt 
approval of NPA. 

b) ‘*Person’’ means any individual corporation, partnership, association, 
any other organized group of persons, and includes any agency of the Unit 
States Government or of any other government. 

c) “Copper wire mill products’? means uninsulated or insulated wire a 
cable, whatever the outer protective covering may be, made from copper or 
per-base alloy, and also copper-clad steel wire containing over 20-percent copper 
by weight regardless of end use. Al] copper wire mill products should be measur 
in terms of pounds of copper content 

d) “Copper wire mill’? means any person who produces copper wire 1 
products 

e) “Item of copper wire mill product’? means any copper wire mill prod 
which differs from other copper wire mill products by reason of one or mort 
ferences in its specifications (except temper or length), such as size, alloy 
insulation 

f) “Inventory”? means copper wire mill products owned by a distributor 
held by him on consignment within the United States, its territories and poss 
sions, for resale as copper wire mill products. It does not include copper wir 
mill products held by him for fabrication, whether for his own account or f 
others, or direct mill shipments by a copper wire mill to a distributor’s custon 

g) ‘Distributor’? means any person (including a warehouseman or jobber, | 
not a retailer), engaged in the business of stocking copper wire mill produ 
received from a copper wire mill or another distributor at a location regula 
maintained by him for such purpose, for sale or resale in the form or shape recei 
or after straightening or cutting to length, and who, in connection therewith, ma 
tains facilities and equipment necessary to conduct such business. A distrib 
shall be deemed to be such only with respect to such copper wire mill products 
products as are regularly maintained in his inventory. The sale at retail of copy 
yccasional or accommodation sales or purchases from cop] 


wire mill products, or ¢ 
the business of distributing copper 


wire mills shall not constitute engaging in 
mill products Any copper wire mill maintaining an inventory of copper 


mill products at a location other than the mill and regularly engaged in the busir 
of making sales from such inventory as a distributor shall be deemed to | 
distributor with respect to such inventory and business for the purposes of 
order Any warehouse maintained by a copper wire mill for the sole purpos 
distributing quantities of copper wire mill products received in carload quantit 
copper wire mill distributors in less than carload quantities, as the result of orc 
previously received by such copper wire mill, shall not be deemed a distrib r 
for the purposes of this order 

I NPA” means the National Production Authority. 

Sex 3. How a distributor obtains copper wire mill p wlucts a) Commer 


October 5, 1951, and subject to the quantity limitations contained in sectior 


this order, a distributor may apply the CMP allotment symbol X-6 to orders 


copper wire mill products for the purpose of replacing his inventory of s 
pr wucts 

b) A delivery order bearing the svmbol X-6, together with the certificat 
provided for in section 8 of this order, shall constitute an authorized contro 
material order for the purpose of all CMP regulations 

Sec. 4. X-6 quotas a) Commencing October 5, 1951, a distributor may p 


orders with copper wire mills or with other distributors for a quantity of copper 
wire mill products (measured in pounds of copper content) equal to the quant 
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by which 25 percent of his shipments of such products from his inventory during 
51, his base period exceeds the copper content of his inventory of copper wire mill 
products on September 30, 1951, to which orders the allotment symbol X-6 may 

» for e applied. All such orders placed pursuant to this paragraph shall cal! for 

t if delivery during the fourth calendar quarter of 1951 or any subsequent calendar 
wuarter. A distributor shall convert all outstanding orders calling for delivery 

luring the fourth calendar quarter of 1951 to authorized controlled material 

orders bearing the allotment symbol X-—6 prior to October 15, 1951, and shall 
reduce or cancel all such outstanding orders which call for delivery of a quantity 
of material in excess of the quantity permitted by this paragraph. For the pur- 
noses of this paragraph all copper wire mill products received by a deistributor after 
september 30, 1951, and shipped prior to October 15, 1951, shall be deemed to have 

. been received pursuant to an order bearing the allotment symbol X—6. 

{ b) Commencing November 1, 1951, any distributor who, during the preceding 

tt month has delivered copper wire mill products from his inventory to fill author- 
zed controlled materia] orders placed with him, may place an order or orders 
with a copper wire mill or another distributor for a quantity of copper wire mill 
products equal to 100 percent of such deliveries (measured in pounds of copper 
ontent), to which orders the allotment symbol] X—6 may be applied. All orders 
placed pursuant to this paragraph shall call for delivery after December 30, 1951. 

c) A distributor may not place duplicate orders bearing the symbo] X—6 in 

pper anticipation of cancelling one upon delivery of the other. 

r Sec. 5. Limitations on acceptance of X—6 orders by copper wire mills or dis- 

ributors. (a) A copper wire mill or another distributor need not accept an X-6 

I rder from any distributor if such distributor was not a purchaser of copper 

wire mill products from such copper wire mill or other distributor during the base 

period. 

' (b) A copper wire mill or another distributor need not accept an X-6 order 

from a distributor for any item of copper wire mill products which such distributor 

lid not purchase from the copper wire mill or other distributor during the base 

I period, or for a quantity of any item in excess of its average monthly shipments 

2s f such 1tem to such distributor during the base period. 

wir c) Any distributor who is unable to place an order bearing the allotment 

symbol X—6 due to the limitations of this section should apply to the National 

mer Production Authority, Washington 25, D. C., Ref: M—86, specifying the copper 
but wire mills or distributors that refused to accept the order. NPA will assist him 
in locating sources of supply. 

, Sec. 6. Limitations on acceptance of orders by distributors. a) A distributor 
may not accept an order for immediate shipment from his stock for any copper 
wire mill products in excess of his inventory of such products (including such 
products in transit to the distributor) on the date of the receipt of such order. 

b) A distributor need not accept and fill an order for copper wire mill products 
from any One person for more than 500 pounds of copper content of any item, 
xcept in sizes 4/0 and larger. Items for sizes 4/0 and larger need not be ac- 
epted and filled in excess of standard mill single reel lengths. For the purposes 
f quantity limitations of this section, a distributor may regard separate orders 
placed for delivery in the same month for the same item by any person as one 
order. 

A distributor may accept an order for copper wire mill products for direct 
shipment from the copper wire mill to the customer but only to the extent that 
such order is acceptable to the copper wire mill in accordance with CMP Regu- 
utions Nos. 1 and 3 and NPA Order M-11, and only if the material is not in 

r s inventory in sufficient quantity to fill the order at the time of acceptance. 
Such a transaction shall not be considered a sale or delivery by the distributor 
for the purposes of this order. In forwarding such an order to the copper wire 
mill for acceptance, the distributor must furnish the copper wire mill with the 
name and address of the customer, the date and number of the customer’s order, 
the authorized controlled material order allotment symbol, and a copy of the 
ertification, which copy need not be a duplicate original. An order for copper 

ire mill products for direct shipment from the copper wire mill to the customer 
may be shipped to the distributor who placed the order with the copper wire 

! ill, but in that event the distributor may not incorporate the material so 

received physically in his inventory, and must use all such material only for the 

’ f purpose of filling the order for which it was received. 

ner d) A distributor may not accept, ship, or deliver any copper controlled ma- 

terial except pursuant to an authorized controlled material order valid for the 

ulendar quarter in which delivery is requested unless the quantity of material 


‘SS oO 
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to be delivered on any one sale to any one person is for a quantity of materis 
which is less than 10 percent of a standard package. Only sales on authori»; 
controlled material orders are replaceable under the provisions of section 4 

of this order. 

Sec. 7. Inventory limitations. No distributor may accept delivery of cop, 
wire mill products from copper wire mills or other distributors if his inventory js 
or by such receipt would become, in excess of his average monthly inventor 
during the base period (excluding therefrom the months during which he was | 
engaged in a business of distributing copper wire mill products) or in excess of ; 

racticable minimum working inventory as defined in NPA Reg. 1, whiche: 
is less. Where a distributor maintains stocks of copper wire mill products a: 
more than one location, this section shall be applicable to each such loca‘ 
even though such distributor has elected to operate as one person under the 
provisions of section 9 of this order. 

Sec. 8. Certification. Any order for copper wire mill products, placed by , 
distributor with a copper wire mill or another distributor and bearing the a 
ment symbol X—6 pursuant to this order, shall contain a certification in + 
stantially the following form: “‘Certified under CMP Regulation No. 1 and NPA 
Order M-86.” This certification shall be signed manually or as provid 
NPA Reg. 2, and shall constitute a representation to the supplier and to NPA 
that the purchaser is authorized to place an authorized controlled material or 
under the provisions of this order to obtain the material covered by the deli 
order. 

Sec. 9. Inventories at separate locations. Any distributor maintaining stocks 
of copper wire mill products at more than one location may consider all suc! 
stocks as one and may operate as a single distributor for the purpose of this order 
or he may regard each such location as a separate distributor, but he may 
change from one method of operation to the other without written approva 
NPA. 

Sec. 10. Applicability of other regulations and orders. Nothing in this order 
shall be construed to relieve any person from the obligations of complying wit! 
such limitations as may be contained in any other applicable regulation or order 
of NPA, or of any order of any other competent authority. Particularl, 
provisions of Schedules III and IV of CMP Regulation No. 1 with regard to lead 
times and minimum mill quantities and the provisions of CMP Regulation N 
continue to apply. 

Sec. 11. Records and reports. (a) Each person participating in any trans 
action covered by this order shall make and preserve, for at least 3 years ther 
after, accurate and complete records of receipts, deliveries, inventories, produ 
tion, and use, in sufficient detail to permit the determination, after audit, whe 
each transaction complies with the provisions of this order. This order 
not specify any particular accounting method and does not require alteratio: 
the system of records customarily used, provided such records supply an ade- 
quate basis for audit. Records may be retained in the form of microfilm or ot 
photographic copies instead of the originals by those persons who, at the ti: 
such microfilm or other photographic records are made, maintain such copies 
records in the regular and usual course of business. 

(b) All records required by this order shall be made available at the usua 
place of business where maintained for inspection and audit by duly author 
representatives of NPA. 

(c) Persons subject to this order shall make such records and submit 
reports to NPA as shall be required, subject to the terms of the Federal Report 
Act of 1942 (5 U. 8. C. 139-139F). 

Sec. 12. Request for adjustment or exception. Any person affected by an) 
provision of this order may file a request for adjustment or exception upo! 
ground that his business operation was commenced during or after the bas 
period, that any provision otherwise works an undue or exceptional hards 
upon him not suffered generally by others in the same trade or industry, or ths 
its enforcement against him would not be in the interest of the national defen» 
or in the public interest. In examining requests for adjustment claiming 1)! 
the public interest is prejudiced by the application of any provision of this order 
consideration will be given to the requirements of the public health and safet: 
civilian defense, and dislocation of labor and resulting unemployment that w: 
impair the defense program. Each request shall be in writing, by letter in trip- 
licate, and, shall set forth all pertinent facts and the nature of the relief sous 
and shall state the justification therefor. 


7 


, 
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Sec. 13. Communications. All communications concerning this order shall be 
addressed to the National Production Authority, Washington 25, D. C., Ref: 
M-S6. 

Sec. 14. Violations. Any person who wilfully violates any provision of this 
order or any other order or regulation of NPA or who wilfully conceals a material 
fact or furnishes false information in the course of operation under this order 
is guilty of a crime, and, upon conviction, may be punished by fine or imprison- 
ment or both. In addition, administrative action may be taken against any such 
person to suspend his privilege of making or receiving further deliveries of ma- 
terials or using facilities under priority or allocation control and to deprive him 
of further priorities assistance. 

Nore: All reporting and record-keeping requirements of this order have been approved by the Bureau 
of the Budget in accordance with the Federal Reports Act of 1942. 

This amended order shall take effect February 14, 1952. 

NATIONAL PRODUCTION AUTHORITY, 
By Jonn B. Otverson, Recording Secretary. 





Exurpit 11 


Allotment authority for carbon, alloy, and stainless steel, fourth quarter 1951, first 
quarter 1952, and second quarter 1952 


' 


| Total steel (tons) 

' 
z -: aenaaen ie PET} 
Fourth quar-| First quar- | Second quar- 














ter 1951 | ter 1952 ter 1952 
aa aectgetentpacnempeenmemnt EE — ts 
Supply (estimate) _............ ; anes 21, 336, 000 21, 125, 000 | 21, 810, 500 
General claimants: 

Agriculture, Department of.__- : ‘ ‘ Maa 67, 467 58, 865 52, 105 
Army, Department of 43, 434 | 35, 222 | 32, 560 
Atomic Energy Commission | 161, 355 | 154, 400 118, 790 
Civil Aeronautics Administration . 7, 940 17, O83 20, 098 
Defense, Department of 1,851,865} 2,530,851 | 2 617.362 
Defense Electric Power Administration Seidindaian - 301, 465 | 308, 846 | 1, 650 
Defense Fisheries Administration TIS rae | 4 | 712 
Defense Materials Procurement Agency . - _ 38, 401 | 45, 089 | 50, 250 
Defense Solid Fuels Administration | 

Coke a ; — = 25, 173 18, 612 | 26, 710 

Coal 5 7 . _ 7, 546 | 8, 558 | 12, 790 
Defense Transport Administration meee 83, 069 67, 779 74, 855 
Federal Civil Defense Administration LP. ais oe ool 3, 238 | 5, 106 
Federal Security Agency: | | 

Hospitals : ‘ icotd nad 81, 600 71, 545 75, 850 

Education ‘ : ‘ 106, 317 113, 189 128, 280 
General Services Administration ' 20, 065 27, 072 | 27, 437 
Housing and Home Finance Agency 110, 502 78, 600 
Interior, Department of 12, 285 | 9, 308 
Maritime Administration 101, 151 | 121, 100 
OIT-MSA 551, 628 | 788, 485 
Petroleum Administration for Defense 1, 703, 018 1, 709, 500 





Public Roads, Bureau of 265, 025 217, 073 249, 725 
Veterans’ Administration os : 11, 041 12, 436 | 12, 655 
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Allotment authority for carbon, alloy, and stainless steel, fourth quarter 1951, } 
quarter 1952, and second quarter 1952—Continued 


| Total steel (tons) 


Fourth quar-| First quar- | Second 
| ter 1951 ter 1952 ter 1952 
| 


National Production Authority: 





Agric ltural machinery and implements | 532, 933 541, 82 
Aircraft 13, 480 ! ik 
Aluminum and magnesium 12, 850 
Building materials 1, 096, 383 4 
Candian ! 415, 050 06, OS 
Chemical 535 
Communications equipment 40, 285 
Construction machinery. 490, 906 4 
Cons"imer druable goods - 972. 890 s 
Containers and packaging 1 1, 682, 350 l 
Cop’ er 42, 749 H 
Electrical equipment 497, 123 f 
Electronics 75, 839 
Engine and turbine 587, 325 Ky 
Facilities Bureau 
Constrrction controls 41, 774 35, 657 3 
Ind strial exnansion 711, 845 748, 686 f 
General components | 1, 135, 433 1. 100. 043 1 
General industrial equipment 803, 671 557. 344 
Iron and steel 420, 071 240, 913 21 
Leather and leather products = 8, 096 11, 820 
Lumber and wood nroducts 5, 043 6, 832 
Metalworking machinery 652, 666 616, 155 f 
Mining machinery . 132. 915 124, 562 l 
Miscellaneous metals and minerals 2, 601 3, 918 
Motion “ictures, photo products 7, 275 7. 999 
Motor vehicles 3, 428, 722 + O56, O43 3 
Ordnance and shi~building 158, 1 06, 310 l 
Printing and publishing 3, 527 6, 687 
Pul», raver, and pa-erboard 1, 060 1,170 
Railroad equipment 1, 818, 980 1, 668, 766 1, & 
Rr bber ‘ $2, 742 $1, 533 
Scientific and technical equipment.-.. : 46, 401 49, 507 
Service equipment 49, 233 46, 447 
Water resources.... . ; a 153, 120 226, 613 2 
Total all claimants.... : a — 21, 480, 498 21, 377, 347 21, 488 
otal reserves : anne ic 8 peas 2, 586, 450 2, 380, 805 2. 4 
Grand total. .... iLednocescocncs _— ‘ eanieiineiinn 24, 066, 048 23, 758, 152 24 





> 


Nore.— Revisions of allotment authority as of Feb. 13, 1952, are included, 


Source: Office of Program and Requirements, Defense Production Administration. 
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Exursit 12 


Allotment authority for aluminum fourth quarter 1951, first quarter 1952, and second 
quarter 1952 


























Total aluminum (thousands of pounds) 
Fourth quar-| First quar- | Second quar- 
ter 1951 ter 1952 ter 1952 
Supply (éstimate) - ................. PERNT Rare 598, 000 646, 000 | 705, 000 
General claimants 
Agriculture, Department of__... as an a eee 150 103 | 87 
SE a eee) ao 100 100 194 
Atomic Emergy Commissiom.._...... ccc cccccccccccccce 6, 059 6, 000 , 553 
Civil Aeronautics Administration.......................- } 20 100 194 
a a eee 187, 415 277, 228 266, 790 
Defense Electric Power Administration _.............__. 35, 700 | 44, 900 58, 212 
Defense Fisheries Administration ......................../.......... a 2 5 
Defense Materials Procurement Agency... -..........-... 140 | 275 340 
Defense Solid Fuels Administration | 
Coke : SP OP TS Re Pe 70 70 2 
8 A Ee SS: eae Ly ee ll 15 19 
; Defense Transport Administration ie $00 | 200 | 146 
Federal Civil Defense Administration ee ee ee 10 | 39 
Federal Security Agency: 
Hospitals inl tela } 400 400 | 388 
IS A RE SS LOTS SE PEE 15 10 5 
General Services Administration .................... P 69 105 81 
Housing and Home Finance Agency Ron rere yg ar 48 
Interior, Department of dati ; 18 64 | 48 
Maritime Administration , 600 100 194 
OIT-MSA sue 2,414 2, 000 1, 746 
Petroleum Administration for Defense ‘ = , 777 1,250 1, 240 
Public Roads, Bureau of......................... 520 250 | 72 
‘eterans’ Administration 30 80 141 
National Production Authority 
Agricultural machinery and implements................. ! 7, 805 6, 7, 629 
CE es ne 4,024 4, 8, 781 
Aluminum and magnesium............................. 3, 800 5, 346 
nn, . ccctmamnatncconccetdtcndabiabtaedta 53, 806 48,7 46, 994 
CO ES ee 2, 250 2 1, 843 
7 ae ee 8, 090 4, 3, 270 
Communications equipment 2, 945 a | 3, 020 
5 Construction machinery . ‘ oe bad ; 2, 300 1, 1, 806 
Consumer durable goods 53 49, 030 
Containers and packaging 21, | 19, 561 
Copper 2 1, 746 
Electrical equipment 27 | 31, 382 
Flectronics 15, 2,244 
En ind turbine 3, 3, 209 
Facilities Bureau ) 
Construction controls 111 let ta “ 
Industrial expansion &, 021 9, 623 | 11, 490 
CE ES EEE 16, 843 | 18, O75 21, 004 
General industrial equipment : am 27, 707 18, 819 | 16, 369 
Iron and stee] oe04 } 1, 766 | 125 116 
Leather and leather products scene . 700 1, 200 | 559 
Lumber and wood products nanwedeanaes 1,015 1, 100 822 
Metalworking machinery; 9, 187 7, 407 9,314 
I OI a nine recon edssbaesneenesesenel 280 : 269 
Miscellaneous metals and mineral gddendhtbtiied } 53 82 
Motion pictures, photo products mintein } 3, 734 2,710 
Motor vehicles 76, 183 60, 400 
Ordnance and shipbuilding 1, 332 928 
Printing and publishing “ 317 459 
Pulp, paper, and paperboard } 18 26 
Railroad equipment 8, 243 | 4, 684 
Rubber 723 954 
Scientific and technical equipment : 16, 630 13, 541 
Service equipment m 4, 566 3, 881 
Tin, lead, and zinc |) RS LS Oe 
Water resources 106 75 368 
Total all claimants 645, 405 694, 271 654, 224 
ne os ak asi neenell 43, 640 44,145 56, 026 
I EL a a ee 689, 045 738, 416 740, 250 
TE.—Rev ns of allotmer I ty as of Feb. 13, 1952, are included. 
irce: Office of Program and Requirements, Defense Production Administratior 
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Allotment authority for copper brass mill, wire mill, and foundry products fourth 
quarter 1951, first quarter 1952, and second quarter 1952 


Total copper (thousands of pounds 
| Fourth quar.| First quar- | Second quar. 
| ter195l1 | ~~ ter 1952 ter 1952 
SS a Ee | 1, 166, 000 | , 316, 000 | 1, 391, 000 
Gene ral claimants: | | 
pf EE Oe | 2, 105 2, 458 1, 376 
EE. 2 ahamenchoetsutinnsatenvounanasennes | 1,750 | 1, 525 1, 392 
ee ie tincunanatipcoeucecessecennes 5, 978 7, 065 7 
Civil Aeronautics Administration.....................- ; 741 | 735 l 
St, il dat on, teen eadpenaaancanmnen 208, 974 290, 606 3K 
Defense Electric Power Administration__...-.....-.-- oan 80, 852 | 77, 755 62, 009 
ee) i 0 ocr enaonnnaasnesocesebedecanninen 9 
Defense Materials Procurement Agency... .........-.--- | 904 1, 955 1,8 
Defense Solid Fuels Administration: | 
Coke 5 OL VIN, sal AEE SOE a ee | 381 399 
TS Se RI Lt tatedieniatedaentdat | 260 | 217 
Defense Tri ansport Ac iministration LE Binds pat cast: Batre ease): | 1, 940 | 2, 115 2, 
Federal Civil Defense Administration....................- t eitieneinetel 65 4 
Federal Se¢ curity Agency: | 
A ELAS HR OE 2, 640 2, 7. 2, 72 
GSES EET fe eneieneabetetatianieiiaeieed 4, 184 | 3, 872 4 
General Se rvices Administration..........----- cauiinaeeeial 820 | 765 1, 007 
Housing and Home Finance Agency..........- Shanieamininion 9, 126 8, 135 3, 
Interior, Department of_.............-.- eamuning Rinepinsee | 215 | 175 2 
IEEE LLL 4, 189 | 3, 623 2, 950 
OIT-MSA SN IS PS, Pe ae RG aE citasiniditainaina | 9, 739 | 11, 335 10 $ 
Petroleum Administration for Defense... --- wbeomebaaiel 8, 184 | 8, 600 8, 2 
Public Ro RN EE ica Sie 1, 150 900 
Veterans’ Administration ............. iedantineienieiinedatin aaa 800 1,337 1, 278 
National Production Authority: j | 
Agricultural machinery and implements. -..........-.-..--- | 10, 213 | 7, 786 9, 272 
ll EP Sa ER Re AE = EE: scatientaiaineintatintinin 1, 037 | 1, 173 1, 2 
Building materials insjcieatalanditilitaliaeiniamindnintia patel 9 Reais tes 66, 972 57, 683 51, 165 
Cc an adi er » a ee eer ae 2, 750 4, 600 } 
0 I a eee ae eee Caine 1, 561 | 1,413 
Commun cations equipme iene Mat ine = 52, 242 48, 658 46, 638 
Cc onstruction machinery.......... siineailineneitinel ruts 6, 673 | 6,754 f 
Consumer durable goods _...........- 4 cates 49, 646 41, 130 o4, M4 
Containers and packaging... ..- a vel ——— 533 318 | , 28 
0 er a ee wae a . pooul 3, 687 | 3, 204 | 
} le trical equipment Pr Tee ' 157, 005 151, 429 | 164 
Electronics. Ke ae OD oo : te 32, 155 34, 867 0, 
SD I Rr ate ep! 10, 631 29, 802 30, 5 
Facilities Bureau 
Construction controls............... ass ee ee | 351 1, 251 4 
Industrial expansion... ...... ital ceiuiiiiedicn 38, 069 | 31, 930 ™ 
General components il } RA. PAS 160, 853 | 174, 177 1s 
General industrial equipment................-...-.-.---. | 65, 216 41, 173 4 
tron rd steel thipoooeseeewecs seces 2, 395 | 4, 052 ‘ 
Leather and leather products - PEL te areuceunes! 657 2, 723 
~ ber and wood products TEE TS a 162 | 75 
wking machinery_.....--. ESS oats niece 31, 987 | 31, 393 
machinery SE ne 3, 274 | 3, 283 
ous metals i CPE, «.....hamemadeos ails 1, 678 | 3, 161 : 
tures, photo products minbttindeentintten 7 sece 1, 377 1, 091 
7S"? eR ee | be ase, satieaal 139, 110 127, 720 106 
»and shipb ilding- eee eae om 8, 563 | 9, 332 ¥, 672 
Printi aa i cneneitia — pocceal 1,171 | 1, 200 5 
rt » Pal er, 1 paperboard vee icmmnimnain : ‘ 23 | 32 
Rail oad @ euion ent = j 86, 610 &4 
Rubber 3 3, 993 “SS 
Scientific and technical equipme nt. 7 44, 630 
Je ‘quipment <a RAINY. a 5 | 2, 997 | 
I lead, ond sine ——— ‘ ae ee | eee Co 
Water resources........ -™ TEE - 2, 733 | 
l'otal all claimants...............- _ ebiens 1, 334, 092 1, 389, 852 JS s 
lotal reserves... SE SE ae ee POEL EO LD OSI 68, 576 105, 258 119, 84 
FT ee Lee Se SS 1, 402, 668 1, 495, 110 1, 47 
No Rev yns of allotment authority as of Feb. 13, 1952, are included. 
§ Office of Program and Requirements, Defense Production Administration. 
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Exuisit 14 


DEFENSE PRODUCTION ADMINISTRATION 
DPA-288 
Third Quarter Allocations 
of Controlled Materials 
For Immediate Release 
Vonday, March 24, 1952 

Allocations of steel, copper products and aluminum to the nation’s industries 
for the third quarter of 1952 were announced today by Defense Production 
\dministrator Manly Fleischmann. 

Military allocations of controlled materials for third quarter are about equal 
to the revised second quarter allocations, and represent a sizeable claim on the 
available supply,” Fleischmann said. ‘‘However, despite the continued impact 
of military procurement, it has been possible to provide additional authorizations 
for maritime ship construction, schools, hospitals, commercial construction and 
automobiles and trucks, and also to make increased allocations for the production 
of civilian goods of all types.” 

“Because the Controlled Materials Plan is doing an effective job in assuring 
materials to authorized programs,”’ Mr. Fleischman said, “It has been possible, 

r the first time since the Controlled Materials Plan was inaugurated last July, 
to meet substantially 100 percent of the materials requirements of many of the 
smaller claimants. In the consumer goods field, the area where the sharpest 
materials cuts have heretofore been made in order to balance requirements with 
supply, it has been possible to increase allocations of aluminum about 37 percent 
f the second quarter, copper products by about 19 percent, and steel by sbout 
15 percent. 

The increased availability of materials,’’” Mr. Fleischmann said, “will be of 
particular benefit to the small producers, especially those who make civilian-type 
products, many of whom have suffered severe hardships because of the necessity 
to direct the flow of scarce materials into direct defense and defense-related 
production. 

‘The present easing in the supply provides a welcome breathing spell but we 
should keep in mind that it could be temporary. A slight tightening of demand 
could easily throw the balance the other way, and for this reason it is still neces- 
sary to use the present system of distribution to insure that the demands of the 
military, the Atomic Energy Commission, industrial expansion and other vital 
production are met in full and on time.”’ 

The supply of steel available for distribution in the third quarter is estimated 
as about the same as the second quarter, and the supply of aluminum is estimated 
to be slightly larger. Copper is expected to remain in tight supply and among 

controlled materials will remain the greatest single limiting factor on pro- 
luction., 

Mr. Fleischmann noted that for the third quarter the decision has been made to 
rease the over-allotment in order to insure that all of the mill production is 
taken up and put into production under the CMP program. The third quarter 

r-allotment in carbon steel is 17 percent; copper brass mill products, 16 per- 
ent; copper wire products 10 percent; copper foundry products, 23 percent; 
and aluminum, 13 percent 

Recent experience has shown that this level of over-allotment is needed to 
balance the rate of “attrition,”’ the failure, for one reason or another, for all of 
the tickets issued to be presented to the mills for materials, he stated. 

iutomobiles and trucks.— Allocations are provided for the production of 1,050,000 
assenger automobiles during the third quarter with a balance between copper, 
aluminum and steel. Sufficient materials are being allocated to produce the 
1,050,000 cars, whereas in the second quarter manufacturers were required to 

some of their inventories to reach this level of production. Allocations are 
ided for 270,000 trucks during the quarter. The question of the continua- 
of the unit limitation is being reviewed by the DPA, but it was stated that 
limitation for the 3d quarter would not be less than 1,150,000 passenger 

ars and 300,000 trucks. 

Railroad Equipment.—Allocations are provided for a continued high level of 
ht car production—a total of 24,939 cars for the quarter. These allocations 
ide provision for 2,000 tank cars and 1,439 industrial cars. In addition 
ations were made for 800 locomotives, 189 passenger-type cars and 225 
it and other cars. The question of unit limitations is being reviewed by 
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Petroleum Production.—Sufficient steel allocations are provided to carry for 
the revised petroleum expansion program at a high level. Foreign petrol 
expansion is carried forward at about the same rate. 2 

Construction.—It has been possible to meet the requirements of the def: 
mineral and other basic mineral programs virtually in full, along with the 
struction programs of the Department of Defense and the Defense Ek 
Power Administration. In the field of industrial expansion and commer 
construction, allocations have been made to carry forward all of the construct 
projects which received allocations in the second quarter. In addition so 
structural steel is provided for third quarter new starts, and the NPA Facil 


ur 


and Construction Bureau will be able to receive, appraise and authorize so: 


requests for new commercial construction in the third quarter. 


Public Roads.—Suflficient allocations have been provided to carry forward ; 
public road projects which have either received earlier allocations or were start: 


before controls were established. 

Agricultural Machinery.—Aluminum allocations are provided for irrigation ; 
at levels substantially above the 1950 use. 

The following tables show the allocations for the third quarter by clain 


agencies, and for comparative purposes, the revised allocation authority for | 


same claimant agencies for the second quarter. 


Revised second quarter allotment authority 
7 








| Total | T 
| Total steel copper alun 
(tons (thousand | (thousand 
pounds) pound 
; ' 
Agricultural Machinery and Implements Division... ......-- 572, 160 | 8, 686 | 8 
Aircraft Division 17, 716 1, 696 8 
Aluminum and Magnesium Division ues: | 0 ; 6,22 
Building Materials Division 878, 339 49, 458 48,2 
Canadian Division nats . 479, 488 3, 911 § 
Chemical Division 133 O62 
Communications Division | 43, 159 47,123 
Construction Machinery Division ‘ 514, 541 7,093 | 
Consumer Durable Goods Division | 828, 195 38, 713 i) 
Containers and Packaging Division 1, 597, 061 554 z 
Copper Division 38, 027 3, 503 
Electrical Equipment Division | 583, 047 158, 770 20,8 
Electronics Division | 61, 868 30, 639 12 
Engine and Turbine Division | 557, 163 29, 695 
Facilities Bureau 
Construction controls | 40, 279 1, 130 
industrial expansion . 671, 342 32, 309 2 
General Components Division 1, 178, 995 179, 465 2 
General Industrial Equipment Division 544, 295 42, 42¢ 18 
Iron and Steel Division 210, 004 4, 282 
Leather and Leather Products Division 7, 842 658 
Lumber and Wood Products Division | 6, 062 } 
Metalworking Machinery and Equipment Division 517, 628 7 
Mining Machinery and Equipment Division | 136, 255 | 
Miscellaneous Metals and Minerals Division 3, 589 
Motion Picture-Photographic Products Div ision_. 7, 516 
Motor Vehicle Division 3, 041, 125 
Ordnance and Shipbuilding Division 104, 604 
Printing and Publishing Division - 4,717 
Pulp, Paper and Paperboard Division gus 
Railroad Equipment Division 1, 755, 175 
Rubber Division . | 27, 264 | 
Scientific and Technical Equipment Division , 41,125 | 
Service Equipment Division 38, 497 
Water resources ; ; : kal 216, 415 | 





934, 994 


NPA (excluding reserves) tota].........-. ~euieouteanean - 14, 724, 624 
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Revised second quarter, 1952, allotment authority 








Agriculture, Department of... 

Army, Department of ail 

Atomic Energy Commission ae 
Civil Aeronautics Administration 
Defense, Department of 

Defense Electric Power Administration 
Defense Fisheries Administration 


Defense Materials Procurement Agency 


Defense Solid Fuels Administration 
Coal mine construction 
Coke oven construction 
Defense Transport Administration 
Federal Civil Defense Administration 
Federal Security Agency 
Education ; 
Hospit ils 
Genera] Services Administration 
Housing and Home Finance Agency 
Interior, Department of 
Maritime Administration 
OIT—MSA 
Petroleum Administration for Defens 
Public Roads, Bureau of 
Veterans’ Administration 


General claimants, total 
NPA (excluding reserves) total 
NPA reserves (general) 
NPA reserves (hardship cases 
NPA—Field case account 
DPA total reserve set aside 


ae 


Supply a 
Percent of supply _..-. 


| 


Total steel 
(tons 


§2. 
29 


5, 597, 7 


, 105 


(32 


, 490 


| 
| 
| 








Total 


copper | 
(thousand | 
pounds) 
1, 376 | 
1, 392 
7 085 | 
1,375 | 
274, 600 | 
62, 008 
33 | 
1, 930 | 
309 | 
271 
2, 533 | 
4] 





14, 386 
8, 37 
597 


1, 278 


393, 124 
034, 004 
10, 304 
696 
25, 296 


105, 616 


, 482, 030 


, 391, 000 
106. 5 





Total 
aluminum 
thousand 
pounds) 


242, 700 
61, 312 
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Allotment of controlled materials for third quarter 1952 

















Total T 
Total steel copper alun 
(tons) (thousand | (the 
pounds) pou 
a a | — ae 
Agricultural Machinery and Implement Division wool 549, 250 | 8, 850 | 
Aircraft Division | 20, 240 1, 780 ! 
Aluminum and Magnesium Division. .. . = newe | ‘ 
Building Materials Division _- — . 903, 600 57, 945 | 6s 
Canadian Division hh ee RS EN ital | 556, 500 3,335 | 
Chemical Division............... . ‘ a 260 | 991 | 
Communications Division aoe 41,775 | 52,720 | 
Construction Machinery Division... ’ : 564, 025 | 7, 785 | 
Consumer Durable Goods Division ‘ - 953, 269 46, 044 7 
Containers and Packaging Division ‘ ; an 1, 540, 150 400 
Copper Division ~ - ‘ 38, 600 | 3, 700 | 
Electrical Equipment Division. - , ; | 594, 650 168, 200 | 
Electronics Division i 63, 525 | 31, 500 | 
Fngine and Turbine Division.._. - inabeaall 583, 000 31, 823 | 
Facilities Bureau | | | 
Construction controls........... SE EE Se ee 90, 070 1,970 ( 
Industrial expansion : TE A 529, 500 | 25, 970 | 
General Components Division . . 1, 161, 750 | 183, 110 2 
Genera! Industrial Equipment Division — 568, 000 45, 950 l 
Iron and Stee! Division : * 160, 150 4, 161 
Leather and Leather Products Division . 9, 650 1, 064 
Lumber and Wood Products Division 6, OO8 160 
Metalworking Machinery and Equipment Division _— 561, 250 | 29, 900 
Mining Machinery and Equipment Division sent 135, 420 | 3, 555 | 
Miscellaneous Metals and Minerals Division 3, 540 2, 450 
Motion Pic-Photo Products Division 6, 219 1, 162 
Motor Vehicle Division * 3,294,450 | 120, 830 | f 
Ordnance and Shipbuilding Division ‘ 124, 975 11,175 | 
Printing and Publishing Division 4 . 5, 520 1,160 
Pulp, Paper and Paperboard Division 5 850 | 65 
Railroad Equipment Division.._._. . ‘ 1, 773, 373 | 85, 950 | 4, 97 
ES 8 REET Sea a Sa a 28, 338 3,610 | 
Scientific and Technical Equipment Division. 51, 745 | 41, 700 | l 
Service Equipment Division int : 40, 450 2, 685 
Water resources ; : : 230, 089 2, 800 
NPA (excluding reserves) total... : 15, 190, 191 984, 500 4i4 


i Included with industrial expansion. 
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Allotment of controlled materials for third quarter 1952 


839 




















Total Total 
Total steel] copper aluminum 
(tons) (thousand | (thousand 
pounds) pounds) 
Agriculture, Department of Ee SRL EEE | eles 7,010 1, 085 45 
FR TE SEIT GOR BE Sat BBS 2 TR 3h, 425 1,510 90 
Atomic Energy Commission. ________._________. Statin 10%, 603 6, 404 5, 804 
Civil Aeronautics Administration.............................__. 25, 317 1, 432 | 515 
ne aE! 2, 394, 045 261, 823 | 228, 739 
Defense Electric Power Administration 206, 025 62, 250 61, 300 
Defense, Fisheries Administration. _............................. 509 25 | 4 
Defense "Materials Procurement SER Ee 50, 750 2, 100 250 
Defense Solid Fuels Administration 
Coal] mine construction...................... jutttdial 13, 050 355 5 
. .. | | a SRRSRSS ERNE 2 ee 26, 180 | 410 5 
Defense Transport Administration ......................_.__. . 90, 240 2, 684 150 
Federal Civil Defense Administration a a * SR | 15, 000 60 20 
Federal Security Agency: | 
Re ee a A Le | 145, 050 5, 420 | 200 
ES A ee een) ae See 7S | 3, 025 170 
General Services Administration a eee ee a ee | 3, 470 | 100 
Housing and Home Finance Agency : ‘ ia a S 3, 320 | 100 
Interior, Department of os acacell 148 25 
Maritime Administration ribbtnedbcedinael | 2 020 150 
OIT-MSA | 10,3°0 2 000 
Petroleum Administration for Defense 9, 050 1, 500 
Public Roads, Bureau of 610 200 
Veteraus’ Administration. 1, 27 55 
Gencral claimants, total _ -. Rete : 6, 793, 544 378, 83 301, 447 
NPA (excluding reserves) total delisted . : } 15,190,191 984, 500 414, 491 
NPA reserves (gencral r . —_— 125, 000 11, 000 15, 000 
NPA reserves (hardship cases) ‘ : 55, 000 | 4,000 | 3, 000 
N PA—Field case account 810, 630 | 28, 052 18, 000 
DPA—Total reserve set asides 2, 434, 905 | 105, 408 51, 213 
Grand total........... 7” eS yn ee ee: sadiias 25, 409, 350 1,511, 796 | 803, 151 
ee ee ee ee ee 21, 611, 800 1, 301, 000 710, 000 
117.6 116.2 113.1 


Pereent of supply 





Exuisir 15 
THrovucn Marca 18, 1952, 


SuMMARY OF CERTIFICATES OF Necessity IssuED 
TEXTILES 


FOR FACILITIES FOR PRODUCTION OF 


Summary—Teztile industry 





Number of TA 


“ilitie 
certificates Facilities 


Number of 











companies issued amount 
| Thousands 

Scouring and combing plants. ........................- 3 3 $17 

Woolen and worsted fabrics................... | 5 5 5, 027 

I on he 8 Lc cciisbinnediinas 1 | 1 18, 759 

Z irn mills, cotton system de 4 4 10, 421 

otton broadwoven fabrics a saint 20 | 27 | 20, 052 

r syon and related broadwoven fabrics .............. 2 2 720 

Narrow fabrics and other smallware mills 2 | 2) 432 
Dyeing and finishing textiles, except woolen and worsted | 

textiles - : obi : 4) 4 812 

Felt goods, except woven felts and hats 1} 1} 68 

Artificial le ather, oilcloth and other im pregnated fabrics 4 4) 151 

ree , except felt, and linen anaes ST Pts", FL. 2) 2) 70 

EES a ear ee 1} 1 23 

49 | 56 56, 952 

EE EE Se ee a 1] 2 114, 200 

} EE 
— ‘ dbdscktndatdndl 50 58 171. 252 








Source: Defense Production Administration, Office of Resources Expansion, Apr. 1, 1952. 
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Exarsit 16 


DEFENSE PRODUCTION ADMINISTRATION 
DPA-194 
Steel Production 
Expansion Goal 
For Immediate Release 
Tuesday, December 18, 1951 


A production expansion goal calling for an output of 120,000,000 ingot tons of 
steel a year by the beginning of 1954 was announced today by Ralph 8. Trigg, 
Deputy Administrator of the Defense Production Administration for Program 
and Requirements. 

DPA also announced that sufficient tax amortization certificates have already 
been issued to assure the needed expansion, and that no more such certificates 
are to be issued. 

DPA set expansion goals for construction of coke ovens, blast furnaces and for 

erection of plants to refine low-grade taconite ore to provide a balanced pro- 
gram for increased steel production. Establishment of these goals permits the 
issuance of tax amortization certificates to encourage the construction of the 
additional plants needed. These certificates will permit the charging off of at 
least part of the cost of the plants as depreciation for tax purposes over a five- 
year period. The normal period of depreciation for tax purposes is about 25 years. 
" The expansion goals follow: 

Steel.—An effective output of 120,000,000 ingot tons a year by the beginning 
of 1954. DPA said that tax amortization certificates have already been issued 
for approximately 23,000,000 ingot tons of capacity in addition to the 100,000,000 
tons of capacity in existence July 1, 1950. It is expected that this additional 
capacity will enable the industry to run in 1954 at a sustained level of 120 million 
net tons a year 

DPA explained there are three reasons why it was necessary to issue tax amorti- 
zation certificates for 23,000,000 net tons of additional steel ingot capacity to 
nsure an effective production of 120,000 tons a year: 

1. The steel industry cannot be expected to maintain production levels at 
100 percent of capacity or better indefinitely. Past experience has shown that 

in periods of full demand the industry cannot be expected to operate as high 
as 100 percent of capacity for long periods of time. 

2. Some present capacity for producing steel ingot can be expected to become 
ybsolete and scrapped in the next few years. 

There is no assurance that all of the tax amortization certificates that have 
been issued for increased steel ingot production actually will be used. 
last Furnaces.—The expansion goal for blast furnace capacity was set at 
85,000,000 net tons as of the beginning of 1954, an increase of about 3,100,000 net 
ms of capacity in addition to the capacity of 81,900,000 net tons reported by the 
Iron and Steel Division of the National Production Authority, U. 5. Department 

f Commerce, on November 30, 1951, as being in operation or under construction, 

his expansion goal includes facilities to produce pig iron and castings, but 
excludes ferro-alloy capacity The 85,000,000 net tons of capacity was deter- 

ned to be adequate only if the present ratio of the use of scrap to pig iron in 
st furnaces can be maintained. If experience shows that the present ratio can- 
be maintained because sufficient scrap is not available, more blast furnace 
apacity will be needed. DPA also approved the expansion of limestone and 
lolomite quarries to permit a balanced operation of the new blast furnace capacity. 
Limestone and dolomite are used in both blast furnaces and steel furnaces for puri- 
fication of iron and steel. 

Coke ovens.—The expansion program for by-product coke ovens was set at 
84,000,000 net tons by the end of 1953, an increase of 10,000,000 net tons over the 
pre-Korea capacity. This will be sufficient to supply the coke necessary for mak- 

g pig iron, ferro-alloys, castings and for other industrial and household uses, 
Beehive oven production of coke is expected to continue at approximately the 
present level of 7,000,000 to 8,000,000 net tons annually. 

lhe coke oven expansion program also calls for the building of complementary 
facilities for the mining and washing of metallurgical-grade coal required for a 
balanced operation of the new by-product coke oven capacity. These facilities 
will be needed, DPA said, to insure adequate coal] of the proper grade to produce 
Taconite-—The expansion goal for taconite “‘beneficiation’’ was set at 15,000,000 
gross tons of iron ore annually as of the beginning of 1956, which means the 
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processing of approximately 45 million tons of taconite a year. The expans 
goal also includes the complementary facilities for docks and ore boats to thy 
extent that they are not already available. Taconite is low-grade iron 0; 
Before it can be successfully used in blast furnaces, it must go through elaborat; 
processing called ‘“‘beneficiation.’’ DPA said that the production of high-grac; 
iron ore from the Mesabi range in Minnesota will drop sharply beginning aby 
1956, and this nation will than have to rely on the practically inexhaustible sup- 
plies of taconite available from Mesabi for its domestic supplies of iron ore. Be- 
cause it is expected to take nearly four years to build the necessary beneficiatio: 
plants required before this taconite can be used, DPA has set at this time a goa! 
for taconite beneficiation. 

In review, DPA said that the over-all steel expansion program has been under 
study since the fall of 1950 when the Secretary of Commerce asked the steel i: 
dustry to make estimates of the increase in capacity which they felt they could 
undertake, in excess of the 100,000,000 net tons of ingot capacity in existence o: 
duly 1, 1950. As an incentive, the industry was promised tax amortization cer- 
tificates. 

The industry first proposed an expansion to between 105,000,000 and 106,000,000 
net tons of ingot capacity annually, later increasing this figure to 118,000,000 
tons by 1953. This has now been increased an additional 5,000,000 net tons, or 
a total of 123,000,000. However, since the industry cannot be expected to main- 
tain production at 100 percent of capacity and since some facilities will have to 
be dismantled because of obsolescence, production is expected to reach about 
120,000,000 tons by January 1954. 

However, to insure the production goal for steel, it is necessary to have sufficient 
scrap and pig iron. Steel ingots are customarily made of approximately equa! 
proportions of pig iron and scrap. The Government, in cooperation with tly 
steel industry, is now trying to increase the supply of scrap through scrap col- 
lection campaigns. The additional scrap is urgently needed if in the months 
ahead steel production is to be maintained at the present rate, DPA said. 

However, from a longer-range point of view, the scrap collected now may to 
some extent reduce the amounts of scrap that will be available in the futur 
Therefore, it may be necessary to provide additional blast furnaces beyond t! 
85-million ton goal to supply the metal needed for steel production in the period 
ahead when the availability of scrap might be reduced. 

To operate additional blast furnaces, the industry will also need more coke 
over facilities. The expansion goal for coke ovens was designed to provide th: 
additional coke needed to support the over-all steel expansion program. 

With regard to iron ore, DPA said it appears that sufficient supplies will bx 
available to meet production goals for the next four years, but the supply of 
high-grade ore from the Mesabi range is expected to drop sharply about 1956. 

There is, however, a virtually inexhaustible supply of low-grade ore, taconite, 
in the Mesabi range that can be used in making pig iron. Taconite, DPA sa 
is one of the hardest rocks known and contains finely diffused particles of iro! 
ore making up 25 to 30 percent of the rock. Before taconite could be success- 
fully mined, a new drilling process known as “‘jet-piercing’’ had to be develop: 

A jet-piercing drill is a jet flame with a temperature of 4,500 degrees Fahren- 
heit, which is played upon the taconite rock. Under this intense heat the ro 
bursts and may then be taken out of the mine for refining. 

Several refining or ‘‘beneficiation’’ processes recently have been developed 
but they are still in the pilot-plant stage. Under these processes, the tacor 
rock is first ground to the fineness of face powder. Because of the large amou 
of dust, this grinding has to be done under water. 

The iron particles are then separated from the powder by a magnetic process 
and rolled into pellets the size of large marbles. The marble-sized pellets a: 
then baked in high-temperature ovens until they are hard enough to withsta: 
the rough handling of shipment by ore boats and rail cars without breaking u; 
The pellets must be of the proper size, DPA said, to permit an adequate circula 
tion of air in the blast furnaces. 

These pellets, as they go into the blast furnace, contain about 63 percent i: 
ore, as compared with an average iron-ore content of about 51 percent of t! 
high-grade Great Lakes ores present}y used. 

The building of taconite beneficiation plants is expensive, DPA said, and it 
expected that the steel industry may have to invest about $500,000,000 in t! 
process to reach the production goal. Because it will take about four vears t 
build these beneficiation plants, construction should begin now if the faciliti 
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are to be ready when the high-grade iron ore supplies begin to decline seriously 
in 1956, DPA said. 

DPA has authorized the issuance of tax amortization certificates to encourage 
the construction of the necessary beneficiation plants for the following reasons: 

1. The large capital investment required. 

2. The methods presently used in beneficiating taconite ore are now only in 
pilot-plant operation and the process has not been fully proved. Presently 
planned plants may be made obsolete as new processes are developed. This 
creates an unusual financial risk. 

3. New iron ore developments in Venezuela and in other foreign places may con- 
stitute a cheaper supply than taconite, but in case of war the overseas supply 
lines might be cut off. Therefore, an adequate supply of iron ore from taconite 
is a matter of national security, and should be encouraged by Government 
assistance. 
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Exuisit 18 


( opper ( ertificates of necessily issued thro sg! Mar I, 1952, Standard Industrial 
Classification Code 1021 copper ores 


Number Facilitie uidit 


ismal] (TA 1517—C. L. Magu 1 SIH). HM 123 ) 
4 large companies 7 (mM mM, 434 : 

Kennecott Copper Cory 5, 000 1 

O00 ! 

;. SOO | 

Phelps Dodge 17, 000 if 

& OOD ] 

Anaconda Copper Mir ( 7 fiw) 1 

0.000 ] 

Copper Range ( - Fey) } 


87918—52—pt. 4 21 
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Exuisit 20 


Loans ce rtified by DPA to RFC under sec. 302 of the Defe nse Preduct on Act of 1 150, 
as amended 


pper Range Co., Boston, Mass $60, 676, 65 | Copper mine 
orat I tror Ir B M 1, 500, Oo Rad ! nent 
n Ma xu Ine I f 1. I { g 1 te fos d 
, e and a raft 
I et Corp., H Park, Calif 1,000,000 | Hyd r aircraft 
( ) N NI uw 
d { D> ) 2 » \ ‘ ts 
} drv ( P hove 1 459 , } 
nf dated A \ Alask 05, 550 4 i , , 
R. Whitt Co. Ltd., Los A ( 1,42, 3.20 | A 
ith Water ¢ R i, | mH), ( M yon 
ithland Ol! ¢ < “ i , 
I «1 G \ 160. OOK i 
leat ‘I . i ( I \ ( wm) { I 
] I I \ ( S ! d part I 

















} T | a iy) ( t 
far \ I ( I \ ( 1 \ " 
d ( 4 
’ T \\ + } a 
, ’ l af . 
Mfg. ¢ t Pa S09 4 Na 
( M aI I Ss, 000 I I " j t 
\ ( VW Ma “ m1 vir 
I t l r ‘ i 1, Cali ti , retro 
sl Heat Tr & M i lr I y. UL Heat t 
ir 
\ ri pter ( Ir Ma sttan Beach, ¢ 45, OOO He 
Rn. RR. M ifactur X F ‘ { tl ‘ I ‘ LLL VIecha i sdar co i 
e Rid l sporta ( I kK ‘ ‘ )| Carrier 
B & M a ' a Ve i ys wy 5 : i l 
J. Car ( Pasad i, La - L Wa " ralt 
1 
ar M eter ¢ St " NI uM Pr ha to 
Ma t i { { 7 my \ r t 
M Corp.. New York T | ind i wir 
" I ion Ma actu 0 iL I r st 
th Gate Alun im & Mag South Gate, Ca 110, 00 \ | ’ 
‘ rA { I N. 75, OM Air | 
wn Ma ‘ r Co., 1 N.Y S, OOF Aircraft ¢ 
( Ir t N. J $00, OOF Lia | 
Bru B ] ( ( Oo 730, 00 Bervll 
i I ~) Long Isla y. 49, 730 I tr 1 other research 
i 
Tman Ra ( I \ Ca l UL Radar eq t 
t an | Uo., Cit Ca 60, OOO R arch nd lopment 
lided s 
r-Ha Ir I A " 80, OO A art 
Mak W orks, Inc., I N 75, 42 Hydra va and « 1 
ler ircra 
Rar Tr, I ( N 4 2 Eq I tt reat and clean 
net 
I Recla ( I " Ala 10, 00 ap steel and refuse wast 
s eM I | \ I ¥ \ Sinal 1 part 
B ( Ha ¥ ann Reroll ¢} Niu ‘ new 
ham Elects cs Corp., N i.e Faso ISS, 4 ] ronic tube nd = equip- 
{ } ct r witches 
Ma wetur ( \ ». OO Air snd le part 
‘4 { r Railw ( 2, 249.5 ( a rta Te VA 
" at lant serv 
i st roject at Oak 
midge 
fton Precision Products ( , ‘ ton I ts, Pa.. 400, 000 Electrical components for air- 
craft 
kett Engineering, Butler, Pa 8,000,000 Scrap iron recovery from slag. 
ler Truck Lines, El Paso, Tex 22,059 | Freight serv 
Lean Development Lab., hl lla ex 60,000 | Research and develop 
a, Ine Queer Village, N. ¥ 150, 000 Aircraft parts and assemblies. 
rew Alderfer I ( I Akr Ohi» 250. 000 Valves \ t 
erican Bus Line Ir Cr zo, I 2, 025, 000 Bus transportat 
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Loans certified b DPA to RF ( inder see 302 of the Defense Production A tor l]9n 
is amended—Continued 





Na Amount Product 
k r Bearir ( f America Trenton, N. J $1. 350, 000 Bearings for aircraft 
Cascade Finish ( Inc., New York, N. ¥ 13,000 Surgical gauze 
Marman Pr icts Co., I Inglewood, Calif 250,000 Couplings and fastener 
Piasecki H r Cor Morton. Pa 4 800. 000 Helicopters 
MM M j turing ( Burbank, Calif ), OOO Manufacturer f hydra 
landing gears for rcraft 
I M ! ( Ne | Francisco, Cal { TL Operation fa marine 1 
leum distribution and stor 
. Oils in, (1a mw) OH Storage petroleu pro 
rth rmed ser , 
( WwW l eM Bainbrid KB ( Port s 4M Passer r insportatior 
I I ) ( “i Alu un . ; . 
T \v 
‘= eR I Was! t Ip. ¢ % “Mw syle and r e fu 
und burner 
kK. W an ( Ch wd, O we) OOD Bir t ' k 
} ' ( Na | oO} 2 LLL Pape i roller be 
» 3 r ur oO} uy Rubt ‘ 
i & Ma ( I } 10. OOM ~ i 
r ( | | Stamford. Cor ant I ru 
‘ } ’ ( I Angels ( f ms MN (ivr flight im 
} \ I I Branch, » TELL F lec r 
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‘ b. a. Indust Resea nm I ‘ t 
 ¢ ’ ew Y kk * y 4 we 4 il 
NI ‘> ( } 100, OOK 
} } | ! Wa uM ¢ ; " 
( ( } 
iT ) | RI m). ON Au 
\ ! t M " , S47, Se } 
Fr Ml ( I ! : uM Higt 
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i] 00.000 Rese 
‘ ( Milw k \ iS, SOM R ret 
\ ‘ ( m) (MM Res i 
‘ | ~ uy } 
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Exurpir 21 


SUMMARY OF PRocUREMENT PROGRAMS FOR ALUMINUM, ALUMINUM SHEE’ 
Copper CertiFriep UNDER Section 303 or THE DEFENS!} 
1950 as AMENDED, As OF Marcu 7. 1952 


AND 
PropuctTion Act or 


ALUMINUM 


Fight programs have been certified to DMPA for increasing the production of 


aluminum by 2.140.016 tons rhe borrowing authorit\ allocated to DMPA for 
$53,262. 0 





ese programs to 


00, representing working capital of $23 200,000, 
and probably ultimate net cost to the Government of $30.062.000 


L\LUMINUM SHEBT 


One program has been certified to DMPA for aluminum skeet of 5.600 tons 
The borrowing authority allocated to DMPA for this progran s 35,040,000 ail 
f which represents working apital 

COPPER 


ox domestic and two foreign programs have been certified to DMPA for in- 
asing the produc f pper by 1,482,964 tor The borrowing author 

ocated to DMPA for these prograins amounts to $62,733.000. representing work- 
g capital of $7,841,000 and probable ultunate net cost to the Government of 


$54.8902 000 


ADo 


i lefense Pr \ Ottics 


Certificates of necess for accelerated tax amortization nvolving the add 
ul production of 425.000 rt tons of contained nitrogen, at an estimated cost 
114,534,646 have been issued t 10 facilities, the Defense Produetion Admin- 

ration announced today 

Approval of the certificats e with DPA’s domestic nitroge productio 

tl of 2,930,000 short tons a ially in 1955 


Of the 1955 capacity needed, 2,430,000 tons is alreadv built or authorized 


IPA said Domestic production on Jan. 1, 1950 was 1,540,000 tons annually. 


it 160,000 tons additional production will be provided by the Morgant wn, 
\. Va. Ord: ance Plant sched 1 to he re activated: about 60.000 tons of capacity 
eady has been achieved by e unassisted « Xpanhsion in the domestic s Ipply and 


ad liti« nal 670,000 t Ss &2nnuUal Capacity s 
yects now under way 

In explaining the need for expansion of nitrogen production, DPA said that in 
icetime about 75 perce of } onstunption is in the form of nitrogen com- 


nvolved in government-assisted 


nds used as fertilizer. Other large peacetime uses are industrial explosives; 





juction of synthetic fibers including rayon and nylon; production of synthetic 
ns and lacquers; metal treating, including nitriding, cleaning and refining: the 








frigeration industry, which uses nitrogen as umonia; the pulp and paper 

lustrvy and the produét yr I norganic and iniec chemicals such as dyes 

1 medicinals 

b ie event of a major ‘ al rogen requireme s hiefly eX pio- 
ind pr ypellant fue ‘ i be very large, DPA said I n with the pres- 
iuthorized expa e would have to be some curtailment of civilian 

The accelerated tax write-off program is provided in the Revenue Aet of 1950. 

ir to passage of this Act, the period permitted for depreciation of new facilities 
Bureau of Internal Revenue varied up to 25 vears, depending on the 1 a 

isefulness of the facility L nder the statute this pe riod may be shortened t 


vears for such portion « the new investment as DPA may determ 
he percentage authorized for actual amortization depends with other tactors 
1e type of facilitv. amou ft expansion required for the emergency the prob- 
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able usefulness of the plant for other than defense purposes after the emergency, 
and the degree of financial aid deemed necessary to encourage the expansion. 
Following is a list of 10 certificates of necessity issued: 





: Stee Amount |Amount;) Per- | production 
Location of facility applied for | certified | centage | capacity 
\(short tons) 


| | 
Additional 
Name of applicant 


| 
| 











Cooperative Farm Chemicals Lawrence, Kans...........| $13,818,000 | ) | 45 51, 800 
Association. | | 
Allied Chemical & Dye Corp. | Midwest #._..._._. . 24.600,000, © | 45 | 61, 700 
(Solvay Process Division). | | 
Deere & Co P | Missouri ?__. —_ 18, 500, 000 () 45 57, 600 
Mathieson Chemical Corp Lake Charles, La_.... 411, 000 $411, 000 45 5, 500 
San Jacinto Chemica] Corp Houston, Tex 900, 000 | 900, 000 | 45 11, 500 
Sid Richardson | Pointe ala Hache, La 19, 000, 000 (‘) 45 86, 400 
Pacific Chemical Co., Inc .| Pasco, Wash....... 5, 735, 000 () | 45 18, 100 
W. R. Grace & Co | Tilinois ? 15, 466, 000 () | 45 72, 000 
National Chemical Corp Yazoo City, Miss... 7, 212, 446 (1) 45 +4, 500 
Delta Chemical Corp Buras, La &, 892, 000 @) | 45 25, 900 
Total , wae FOS — bei P . ; 425, 000 





1 Amount certified will be determined by DPA at a future date. 
? Exact location site as yet undetermined by the applicant. 





Exuisir 23 


DEFENSE PRODUCTION ADMINISTRATION 


DPA-271 
For Immediate Release Expansion Goal 
Wednesday, March 12, 1952 for Copper 


An expansion goal for copper—ore, imports and old scrap—to provide 2,270,000 
short tons of refined copper beginning in 1955, was announced today by Ralph 8. 
Trigg, Deputv Administrator of the Defense Production Administration for 
Program and Requirements. 

The achievement of this goal will provide an additional 239,000 short tons of 
refined copper over the 1950 supply of 2,031,000 short tons. Establishment of the 
goal permits the DPA Office of Resources Expansion and the Defense Materials 
Procurement Agency to provide Government assistance to obtain the required 
production. 

In 1950, Mr. Trigg said, the United States consumed 2,163,000 short tons of 
copper. By 1955 demand is expected to increase to 2,270,000 tons, including 
military, atomic energy and civilian uses, exports and stockpile requirements. 

Domestic production from present sources amounted to 921,000 tons in 1950. 
This production is expected to increase to approximately 1,000,000 tons in 1952 
but, due to the depletion of some mines, it is expected to decline to 920,000 by 1955. 

The U. 8. supply of copper available in 1950 was augmented by 474,000 tons of 
old scrap and 636,000 tons of imports for a total supply of 2,031,000 tons. By 1955 
the availabiity of scrap is expected to decline to 450,000 tons, but this will be 
artly offset by an increase in imports which are expected to total 650,000 tons. 

he total amount of copper expected to be available in 1955 will amount to about 
2,020,000 tons from the above sources, plus an additional 250,000 tons from 
production resulting from the Government aid program under the expansion goal 

Achievement of the expansion goal by 1955 will result in a substantial balance 
of supplies of copper to meet the anticipated requirements, Mr. Trigg said. 
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Exnurisit 24 
DPA Reg. 1 
As amended 
Feb. 14, 1952 
(Effective Mar. 1, 1952) 


DEFENSE PRODUCTION ADMINISTRATION 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
Cuaprer V—DeEFensE PrRopucTION ADMINISTRATION 

{DPA Regulation No. 1, as amended February 14, 1952] 


Rec. 1—Issuance or Necessity CERTIFICATES UNDER SeEcTION 124A OF THE 
INTERNAL REVENUE CopDE 


The following regulations are hereby prescribed by the Defense Production 
Administrator with the approval of the President pursuant to the authority con- 
tained in Executive Order 10200, dated January 2, 1951, and section 124A of the 
Internal Revenue Code. 


1. Definitions 

2. Criteria for determination of necessity 

3. Criteria for determination of portion of the adjusted basis attributable to defense purposes for computing 
the amortization deduction. 

4. Procedures and responsibilities 

5. Exercise of powers of Certifying Authority. 

AvuTHority: Sections 1 to 5 issued under sec. 216, 64 Stat. 939; 26 U. 8. C. Sup. 124A, E. O. 10200, Jan. 3, 
1951, 16 F. R. 61. 

Section 1. Definitions. As used throughout this regulation: 

(a). “Emergency facility’? means any facility, land, building, machinery or 
equipment, or any part thereof, the construction, reconstruction, erection, in- 
stallation, or acquisition of which was completed after December 31, 1949, and 
with respect to which a Necessity Certificate has been made. 

(b) “Emergency period’’ means the period beginning January 1, 1950, and 
ending on the date on which the President proclaims that the utilization of a 
substantial portion of the emergency facilities with respect to which Necessity 
Certificates have been made is no longer required in the interest of national 
defense. 

(c) “Certifying Authority’’ means the Defense Production Administrator. 

(d) ‘‘Necessity Certificate’’ means a certificate made by the Certifying Au- 
thority pursuant to section 124A (e) of the Internal Revenue Code, certifying 
that the construction, reconstruction, erection, installation, or acquisition of 
the facilities referred to in the certificate is necesssary in whole or in part in 
the interest of national defense during the emergency period, and stating the 
portion of the adjusted basis thereof which has been determined to be attrib- 
utable to defense purposes within the meaning of such section 124A (e) for com- 
puting the amortization deduction under section 124A (a). 

(e) ‘‘Material’’ means raw materials, articles, commodities, products, supplies, 
components, technical information, and processes. 

Sec. 2. Criteria for determination of necessity. Determination will be made by 
the Certifying Authority as to whether the construction, reconstruction, erection, 
installation, or acquisition of the facility (in whole or in part) is necessary in the 
interest of national defense during the emergency period. 

(a) Material or service required for national defense. In making the determina- 
tion of necessity, a determination will be made that the material or service to be 
produced with the proposed facility is required in whole or in part in the interest 
of national defense during the emergency period. A material or service will not 
be found to be so required unless it is directly required for the Armed Services of 
the United States or auxiliary personnel, for civil defense, for the Atomic Energy 
Commission, or for any operations or activities in connection with the Mutual 
Defense Assistance Act; or unless it is necessary for the production of a material 
or service directly required in the interest of national defense during the emergency 
period; or unless it is otherwise necessary in the interest of national defense. 

(b) Shortage of facilities for the production of material or service required for 
national defense. In making the determination of necessity, a determination will 
be made that at the time of the beginning of construction, reconstruction, erection, 
installation, or acquisition of the facility, there was or is’an existing or prospective 








— ae 
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over-all shortage of facilities for the production of the material or service pro- 
duced or to be produced by the facility sought to be certified. Consideration will 
be given to the necessity for and adequacy of facilities for the production of a 
material or service in a particular region, the necessity for standby capacity, and 
any other factors contributing to or threatening a shortage of facilities for produc- 
ing such material or service. A shortage will be found to exist only with respect 
to facilities required to meet expansion goals determined by the Defense Production 
Administration. 

(c) Other considerations. In making the determination of necessity, consider- 
ation will also be given to other factors such as: new or improved technology; 
assurance of a fair opportunity for participation by small business; the promotion 
of competitive enterprise; the competence, performance record, and other factors 
bearing upon the ability of the applicant to construct or acquire, and manage the 
proposed facility; location of the facility with due regard to military security and 
dispersion criteria and standards; the degree to which the facility will alleviate 
the shortage of production; other forms of financial assistance provided by the 
Government; the availability of manpower, housing, community facilities, trans- 
portation, and other factors of production. An existing or prospective shortage 
of facilities for the production of a material or service necessary in the interest of 
national defense will not be considered alleviated by: 

(1) The acquisition of the productive assets of a going concern or second-hand 
facilities unless: 

(i) Clear prospect of a substantial increase in the usefulness of such facilities 
for national defense exists and such increase cannot be obtained by other practical 
means, or 

(ii) Substantial loss of usefulness for national defense would probably result in 
the absence of such acquisition. 

(2) The construction, reconstruction, erection, installation, or acquisition of 
that part of a facility which is or will be used in lieu of existing facilities, except 
to the extent considered extraordinary and necessitated by reason of the emer- 
gency. 

Sec. 3. Criteria for determination of portion of the adjusted basis attributable to 
defense purposes for computing the amortization deduction. Determination will be 
made by the Certifying Authority as to the portion of the adjusted basis upon 
which the amortization deduction under section 124A (a) shall be computed. 

(a) In determining the portion to be certified, the Certifying Authority will 
consider the probable economic usefulness of the facility after five vears and the 
additional incentives to the minimum amount deemed necessary to secure the 
expansion of industrial capacity in the interest of national defense during the 
emergency period. For this purpose, consideration will be given to such factors 
as the character of the business, including the source, amount, and nature of the 
materials required for the expansion and the materia! or service to be produced, 
the manufacturing or servicing processes involved, normal depreciation rates, 
expansion in competitive fields; the extent of risk assumed, including the amount 
and source of capital employed, the potentiality of recovering capital or retiring 
debt through tax savings or pricing, the relative expansion needed, the economic 
consequences of the location of the facility due to security or other emergency 
factors, increased costs due to expedited construction or emergency conditions, 
and the historical background of the industry; the extent te which the facility is 
being or will be used in lieu of existing facilities: assistance to small business and 
the promotion of competitive enterprise; compliance with Government policies, 
e. g., Manpower and dispersion; and other relevant factors. Land will not ordi- 
narily be certified. The percentage certified shall be closely related to the provision 
of other financial incentives provided by the Government to encourage the con- 
struction of facilities, such as direct Government loans, guaranties, and contractual 
arrangements, so that these incentives separately or in combination will secure 
the needed expansion at minimum cost to the Treasury. Where percentage 
certification patterns for individual industries are established, adjustments upward 
or downward may be made for special factors. 

Sec. 4. Procedures and responsibilities—(a) Application form. Formal applica- 
tion shall conform to the standard form prescribed by the Certifying Authority, 
and shall be executed in the manner and by the person prescribed by the form. 
The standard form and application for a Necessity Certificate may be obtained 
from the Defense Production Administration, Washington 25, D.°C., or from 
Department of Commerce field offices. 

(b) Classified information. If the application or its filing would involve the 
disclosure of information which has a security classification, the applicant shall, 
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prior to the filing of his application, request instruction from the Government 
agency with which he has classified contract relations. 

(c) Filing of application. All applications for Necessity Certificates shall be 
filed with the Defense Production Administration in Washington, D. C., and shall 
be deemed to be filed when received by that agency. 

(d) Time of filing applications, and cases in which determination of necessity must 
be made before beginning of construction. (1) Application for Necessity Certificates 
for facilities the construction, reconstruction, erection, or installation of which 
was begun or which were acquired prior to March 1, 1952, or for facilities acquired 
on or subsequent to March 1, 1952, must be filed before the expiration of (6) 
months after the beginning of such construction, reconstruction, erection, or 
installation, or the date of such acquisition. 

(2) Applications for Necessity Certificates for any building, structure, or other 
real property, or for the installation of facilities which will become an integral 
and permanent part of any building, structure, or other real property the con- 
struction, reconstruction, erection, or installation of which is begun on or after 
March 1, 1952, must be filed prior to the beginning of such construction, recon- 
struction, erection, or installation. 

(3) (i) Facilities at any one location involving the construction, reconstruction, 
or erection of any building, structure, or other real property, or the installation of 
facilities which will become an integral and permanent part of any building, 
structure, or other real property, and which are estimated by the applicant to 
cost $100,000 or more, excluding the cost of land, the construction, reconstruction, 
erection, or installation of which is begun on or after March 1, 1952, will not be 
eligible for certification within the meaning of these regulations unless a determina- 
tion of necessity is made by the Certifying Authority as evidenced by the issuance 
of a Necessity Certificate or a Letter of Predetermination prior to the beginning 
of such construction, reconstruction, erection, or installation. 

(ii) The term ‘‘Letter of Predetermination” shall mean a written communica- 
tion to the applicant from the Certifying Authority stating that there is a shortage 
of the facilities for which certification is requested, that the material or service to 
be produced thereby is necessary in the interest of national defense, and that 
thereafter the beginning of construction, reconstruction, erection, or installation 
of the facilities for which certification is requested will not in itself prejudice the 
applicant’s eligibility for a Necessity Certificate. 

(4) For purposes of filing within the meaning of subparagraphs (1) and (2) 
of this paragraph, the following definition shall apply: Construction, recon- 
struction, erection, or installation is deemed to begin with the incorporation in 
place on the site by the applicant or by any other person pursuant to any con- 
tract, understanding, or arrangement directly or indirectly for or with the appli- 
cant, of physical materials as an integral and permanent part of any building, 
structure, or other real property (for example, the pouring or placing of footings 
or other foundations). Acquisition of land; engineering; contracting for con- 
struction; preparation of site; building of access roads; excavation; demolition; 
installation of service utilities required for construction; the fabrication, pro- 
duction, or processing of building materials or building equipment; or the acquisi- 
tion of personal property to be installed in the building, structure, or other real 
property does not constitute beginning of construction, reconstruction, erection, 
or installation. 

(e) Modification of regulations. The provisions of these regulations concerning 
time and place for filing applications for Necessity Certificates and the estimated 
cost of facilities to which paragraph (d) (3) (i) of this section is applicable, may be 
changed by the Certifying Authority. Such change shall be made effective not 
less than 15 days after publication in the Federal Register. 

(f) Referral of application. Each application, after acknowledgment, will be 
referred to that agency and officer of the Government according to its respeetive 
assigned responsibilities under the Defense Production Act of 1950, as amended. 
The military department or other Government agency directly interested in the 
production of the material or service involved in the application for certification 
shall on request of any agency or officer to whom the application has been referred, 
and may in any case, supply such information and advice as may aid the agency 
or officer in making his report and recommendation to the Certifying Authority. 

(g) Responsibilities of agencies and officers other than Certifying Authority. 
Delegate agencies or officers of the Government to which an application is re- 
ferred, shall be responsible for making a report and recommendation for specific 
action to the Certifying Authority regarding each application. Such report 
and recommendation shall be based upon a thorough examination and investiga- 
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tion conducted by the delegate agency or officer or by other competent Govern- 
ment agencies or Officers. Such reports shall conform to instructions issued by 
the Certifying Authority. 

(h) Action by the Certifying Authority. After consideration of relevant factors, 
including but not limited to the reports of the delegate agencies and officers of 
the Government, the Certifying Authority will take action upon the application. 

(i) Necessity Certificate. Upon approval of an application, a Necessity Cer- 
tificate will be forwarded to the mmissioner of Internal Revenue and will 
constitute conclusive evidence of certification by the Certifying Authority that 
the facilities therein described are necessary in the interest of national defense 
and of the portion of the adjusted basis upon which the amortization deduction 
under section 124A (a) shall be computed. The Certifying Authority will not 
certify the accuracy of the cost of any facility nor of any date reiative to the 
construction, reconstruction, erection, installation, or acquisition thereof. It 
will be incumbent upon taxpayers electing to take the amortization deduction 
to establish to the satisfaction of the Commissioner of Internal Revenue the 
identities of the facilities, the costs thereof, and the dates relative thereto. 

(j) Further description after certification. (1) Where the actual description or 
cost of a certified facility varies or will vary so materially from the description or 
cost in the application for certificate as to put in question the identity of the 
facility, the taxpayer may request an amendment of the certificate by filing a 
statement with the Certifying Authority setting forth the revised description or 


t. 

(2) The statement should consist of four copies of an amended Appendix A 
setting forth all of the emergency facilities certified with their revised descriptions 
or costs, in the same order in which such emergency facilities were listed on the 
original Appendix A. However, where the original Appendix is lengthy and only 
a few variations or changes are involved, the four copies of the amended Appendix 
A may list only the facilities changed. In all instances, the amended descriptions 
or costs should be identified, by item and page number, with the descriptions 
or costs contained in the original Appendix A, and should be accompanied by a 
letter explaining all changes with the reasons therefor. 

(3) If the Certifying Authority is of the opinion that the varied or changed 
costs or descriptions are within the scope of the original certification, the amended 
——— A will be forwarded by the Certifying Authority to the Commissioner 
of Internal Revenue for substitution for the original Appendix A attached to the 
original certificate to have the effect of an amendment thereof. A copy of the 
amendment will be transmitted to the taxpayer. 

(4) Although reasonable substitutions for facilities previously certified may be 
determined to be within the scope of the original certification, additional facilities, 
as a general rule, will not be considered to be within the scope of the original 
certification and will require a separate new application which may be subject 
to the provisions of paragraph (d) (3) (i) of this section. The Certifying 
Authority may, however, afford a filing date for such separate application which 
will correspond to the date on which the application for amendment was filed 
for the facilities found to be outside the scope of the original certification. 

(k) Cancellation or amendment of Necessity Certificate. The Certifying Au- 
thority may (1) cancel any Necessity Certificate where it has been obtained by 
fraud or misrepresentation or has been issued through error or inadvertence, or 
(2) amend any Necessity Certificate for sufficient cause. 

Sec. 5. Exercise of powers of Certifying Authority. Any actions taken in exercise 
of the powers and authority vested in the Administrator of the Defense Produc- 
tion Administration by Executive Order 10200, dated January 3, 1951, under 
section 124A (e) of the Internal Revenue Code may be taken in the name of 
the Defense Production Administration by the Administrator’s authorized 
representative. 

Effective Date: March 1, 1952. 

MANLY FLEISCHMANN, 
Defense Production Administrator. 
Approved: 
Harry 8. TrRuMAN, 
The White House. 





in 
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Exureit 25 


CRITERIA FOR PrRocessinc APPLICATIONS FoR Loans UNpER Tite III or THE 
DerensE Propvucrion Act or 1950 


I. Before an application for a loan (title ITI, sec. 302) will be approved, ali 
the following criteria must be met: 

1. That the funds will be used for— 

a. Expansion of capacity; or 

b. development of technological processes; or 

c. production of essential materials (including the exploration, devel- 
opment, and mining of strategic and critical materials and minerals. 

2. That such funds will be used 

a. To erpedite production and deliveries or services to aid in carrying 
out government contracts for the procurement of materials and the per- 
formance of services for the National Defense. 

3. That the expansion of facilities or the development of technological 
process or the production of essential materials, as intended by the use of 
such funds, cannot be accomplished in another manner which will place less 
strain on such strategic factors as manpower, materials, transportation 
facilities, defense security, etc. 

4. That the factors of production needed in order to make effective use of 
funds for which application is made are available and that the proposed 
project is feasible. 

5. That multi-labor shifts, idle facilities, existing unused capacity, or 
readily convertible facilities are not available and suitable for accomplishing 
the purpose for which the funds are intended. 

6. That the funds will be used in such a manner as to relieve, at least in 
part, current or prospective shortages of materials or services essential for 
defense. 

7. That the applicant must be a private business enterprise (including 
research corporations-not organized for profit). 

II. The following principles or guides must be employed to the maximum extent 

in arriving at a final determination upon a loan application (title III, sec. 302): 

1. That the funds will be used in such manner as to promote competitive 
enterprise and to assist in the development and expansion of small business. 

2. That the funds will not be used, directly or indirectly, to create or 
strengthen monopolies, injure small business, or otherwise promote undue 
concentration of economic power. 

3. That the materials or services to be produced, or the facilities which are 
to be expanded will be or will produce materials which are or are likely to 
become in critical supply as evidenced by the imposition of inventory controls, 
allocations, or priority controls. 

4. That the use of such funds will not require diversion of materials and/or 
facilities from more important or equally important civilian or military use. 

5. That the materials or services or facilities for which such funds are 
intended, will relieve existing or currently threatening bottlenecks in the 
production or distribution of materials or services needed for defense. 

6. That the applicant is in fact performing under a defense contract or is 
negotiating for a defense contract, for which the funds will be used to permit 
completion or initiation of performance under such contract. 

7. That the project for which such funds are intended is one which fit 
appropriately into essential programs for National Defense. 


Source: Defense Production Administration, Office of Resources Expansion, April 1, 1952, 
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Exarsitr 26 , 
METALWORKING INDUSTRY EMPLOYMENT SURVEY 


Industries with a large number of small plants: Percent change in employment— 
December to March 


Cutlery: 

1 to 99 employees____- ;, ........ 5-percent increase. 

Over 500 employees ...... 1-percent decrease. 
Fabricated structural products: 

1 to 99 employees... ....--.- ........ 4 percent increase. 

Over 500 employees___ dareeandilies l-percent increase. 
Metal stamping: 

1 to 99 employees. -.-.........--- ih nepaivein .. 1-percent increase. 

Over 500 employees__._....._-_- ; ....-. 1-percent increase. 
Lighting fixtures: 

1 to 99 employees. - - - -- penile ...... 2-percent increase. 

Over 500 employees__-_-____--__- - -...-... 2-percent decrease. 
Fabricated wire products: 

1 to 99 smalantne RT Re a ee .. 1-percent increase, 

Over 500 employees___-- - : ~it .... 1-percent decrease. 
Metalworking machinery: 

® £3 (pie ieegat » 2-percent increase. 

OE Se ee ints nantadinscanboncsmendbdm 14¢-percent increase. 


Source: National Production Authority, Office of the Administrator. 
« 





Exursit 27 


Unrrep States Department or Lapor, 
Bureau or Laror Srartistics, 
Washington 25, D. C. 


CuRRENT AND ANTICIPATED EMPLOYMENT IN SeELectep MetTatworkineo Inpvs- 
TRIES, BY Size Ciass oF EstaBLisHMENT, Decemper 1951—-Marcu 1952 


Table 4 in the series of tables covering December 1951 and January 1952 actual, 
and February and March anticipated employment for selected metalworking in- 
dustries, contains data by size class of establishment in four major industry groups 
and, in greater detail, for thirty industry groups. 

Estimates of employment by size class for December 1951 were derived by 
applying the size distribution for October 1951 from the special BLS series “‘Em- 
ployment in Selected Metalworking Industries by Size Class of Establishment” 
to the December 1951 employment estimates contained in the ‘“‘Employment in 
Selected Metalworking” series. 

Size estimates for the remaining months were derived from the telegraphic sur- 
vey. Thus, the January estimates were prepared by applying the “percent 
change’’ between December and January employment for each cell, based upon 
data reported in the telegraphic survey, to the December estimate. Data for 
February and March were obtained in the same manner. For example, the 
February estimate was obtained by applying the January-February “percent 
change”’ to the January figure, and March data were obtained by using a Febru- 
ary-March “percent change” applied to the February estimate. To obtain the 
industry group totals, the size classes in each industry were summed, 

Establishments in the survey were classified by size on the basis of the number 
of production workers in March 1950. 

These estimates are not comparable with the previously published series on 
“Employment in Selected Metalworking Industries by Size Class of Establish- 
ment’’ for two reasons: 

1. These series contain data on “all employees’ 
to “production workers.”’ 

2. The level for the two series will differ. The previously published series were 
based on a March 1950 benchmark. Thereafter, each quarterly estimate for a 
specific 3-digit industry represented the summation of the size class estimates in 
that group. This resulted in “weighted” total industry estimates. - The series in 


while the other series pertains 
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this table, however, begin with a new level—December 1951, and as such are 
comparable for that month only with the special monthly employment estimates 
prepared for NPA, entitled “Employment in Selected Metalworking Industries,”’ 


TABLE 4,—Aill/ employees, by siz¢ class, in selected metalworking industries 


{In thousands] 


All employees 





Industry group Size class 
December January February March 
1951 1952 1952 1952 
All metalworking industries Total 4, 939.7 4, 962.3 5, 059. 8 5, 143.5 
lto ve 720.0 717.0 741.0 78. 4 
100 to 499 1, 070.6 1, O75. 4 1, 004.1 1,112.2 
500 and over $, 149.1 3, 169.9 s, 224.7 272.9 
Fabricated metal products : otal 045.9 941.0 950. 5 963.1 
1 to 99 270.0 276.7 281. 2 
100 to 499 30, 4 B. I 41 
500 and over 40. ¢ 8.7 10. ¢ 
341—Tin cans and other tinwar Total 46.2 44.9 44.3 45 
1 to 99 — 4.5 4.5 4.7 1.9 
100 to 499 21.6 21.0 21.2 21.6 
500 and over 20.1 19.4 Is. 4 18.8 
$42 Cutlery, hand tools, and neral Total 147.2 147.5 148.1 150, 4 
hard war ee . 
lto go 10.6 31.1 2.0 2.2 
100 to 499 51.8 51.6 {2.0 ‘4.1 
500 and over (4.8 64.8 4.1 (4. 1 
343— Heating apparatus (exc pt elec- Potal 128. 1 125. 5 127.6 130.0 
tric) and plum bers’ supplies - 
lto 99 19.6 18.8 19.5 2.2 
100 to 499 46.2 45.3 16.0 17.0 
SOO and over 62.3 61.4 2.1 62.8 
344— Fabricated structural meta prod Total 234.9 234.8 239.3 242.8 
ucts = 
lto go 89.1 go 0 1.6 93. 2 
100 to 499 80. 1 80.0 S18 83.5 
500 and over 65.7 65.8 65.9 66,1 
46-—Metal stamping, coating and e Total 1. 1 166.0 166.5 168, 1 
gruving 
lto 99 59.9 59.0 19.6 60.4 
100 to 499 44.5 44.6 45.0 45.2 
500 and over 61.7 62.4 61.9 62. § 
347— Lighting fixtures Total 44.8 44.0 44.4 144.9 
1 to 99 a 16.8 16.3 16.7 16.9 
100 to 499 11.6 11.6 11.9 12.0 
500 and over 16.4 16,1 15.8 16.0 
348— Fabricats ad wire products Tota] 57.4 57.5 57.7 58.0 
1 to 99 17.5 17.3 17.6 17.8 
100 to 499 20. 7 20.8 21.0 21.2 
500 and over 19. 2 19. 4 19. 1 19. 0 
319— Miscellaneous fabricated meta] Total 121.2 120.8 122. 6 123. 6 
products . —|——— 
1 to 99 ome 34.2 34.0 5. 0 35.6 
100 to 499 55.5 | 55.5 56. 2 56.7 
500 and over 31.5 | 31.3 31.4 1.3 
Machinery (except electrical) __. a Total _. 1, 688. 6 1, 651.9 1. 677.9 1, 698. 0 
1 to 99 Sittinatee 200.4 21 4 302.8 309. 2 
100 to 499. 403. 4 404.9 412.2 417.3 
. | 500and over - 944.8 955. 4 963. 4 971.5 


' Estimated 
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TaBLe 4,—All employees, by size class, in selected metalworking indusiries—Con. 








All metalworking industries—Continued 
Machinery (except electrical)—Con. 


Industry group | 

} 

' 

351—Engines and turbines............. | 


352—Agricultural machinery and trae | 
tors. 


353—Construction and mining ma- 
chinery and equipment. 


| 1to 99 


354— Metalworking machinery-_....... 

355—Special-industry machinery 
(except metalworking ma- 
chinery). 


' 
} 
' 
} 


| 
356— General industrial machinery and 


equipment. 


357—Office and store machines and | 
devices. 


358—Service-industry and household | 
machines. 


| 


359— Miscellaneous Machinery parts. 


Electrical machinery, 
supplies. 


equipment, and | 


361—Electrical generating, vs 
sion, distribution, and indus- | 
trial apparatus. | 


362— Electrical appliances... 


1 Estimated. 


Size class 


1 to 99 
100 to 499 ad 
500 and over 


Total... 


100 to 499 __.. 
500 and over. . 


Total 
, = 
100 to 499. _.. 
500 and over 

Total... 
Las 


100 to 499__... 
500 and over. 





Total. ..| 


LL, === 
100 to 499 
500 and over 


Total___! 


QD =a 
100 to 499._ _. 
500 and over 


Total... 
1 to 9... 
100 to 499__.. 
500 and over... 

Total... 


100 to 499___. 
500 and over... 


Total_...| 


CS 
100 to 499_..... 
500 and over... 


Total... 

























































































All employees 
ate! re 
December | January | February} March 
1951 1952 we | 1952 1952! 
109.0} 109.9 110.9 112.2 
2.9 OY) iat Tl are 
13.2 13.4 | 13.3 14.1 
92.9 | 93.5 94.0 4.8 
193.5; 185.5) 189.3) 101.1 
21.2 | 21.6 23.3 | 24.3 
31.2 | 31.8 32. 5 | 33.0 
131.1 132.1 133.5 133.8 
123.8, 1267) 127.5 | 129.1 
14.9 | 15.0 | 15.4 15.7 
44.7 45.0 | 45.5 46.2 
64.2 | 65.7 | 66.6 | 67.2 
955.51 257.0) 261.8) 264.9 
“74.8 75.0 77.8 | 79.0 
68.9 69.9 71.1 | 72.0 
118} M21} 129) 113.9 
208.8} 208.9) 2.6] 214.7 
Se | —EE 
62.9) 629) 644] 685.6 
65.6 | 65.8 66.5 | 7.5 
80.3 80.2 80.7 | 81.6 
233.5) 223.4) 260) 288 
43.0 | 42.9 44.0 | 448 
82.6 | 82.9 | 84.1 | 85.2 
112.9} 117.6) 0117.9) 1188 
101.1} 101.2 102.0| 103.1 
5.2 | 5.2 | 5.4 | 5.6 
15.3 | 15.3 15.6 | 15.9 
80.6 | 80. 7 81.0 81.6 
203. 3 25.9; 2120) 215.0 
15.2 | 15.2 16.2 17.0 
33.8 32.8 | 34.7 34.6 
154.3 157.9 161.1} 163.4 
215.1 | 24.4} 216.8) 219.1 
| 50.3 | 60.8} 52.7 53.9 
43.1 | 43.0 48.4 43.8 
116.7 115.6} 115.7 116. 4 
895.4} 900.0) 911.9) 923.7 
96.2 96.3 99.7 102. 6 
201.5 201. 5 204.8 208. 2 
507.7 602. 2 607.4 612.9 
353.9 357.3 361.6 364.8 
39.2 39.6 40.8 41.7 
68.0 68.6 69.2 70.0 
246.7 249. 1 251.6 253. 1 
40.0 | 39.5 | 39.8 40.0 
5.3 | 5.2 | 5.5 5.7 
12.0 11.9 11.9 11.7 
22.7 22.4 22.4 22.6 
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TaBLe 4.—All employees, by size class, in selected metalworking industries—Con. 




























































































All employees 
Industry group Size class | oe 
December | January February; March 
1951 | 1952 | 1982! 1952 | 
| Be yy 
All metalworking industries—Continued | | | 
Electrical machinery, equipment, and | | 
supplies—Continued } 
363—Insulated wire and cable... ........ Total.... 21.5 | 21.7 | 21.9 | 22. 1 
1 to 99......._.| 4.2 | 4.2 | 4.3 | 4.3 
109 to 499....._| 10.0 10.0 | 10.1 | 10. 1 
500 and over..__| 7.3 | 7.5 | 7.5 | 7.7 
364—Electrical equipment for motor Total... hed ~ 49.7 , ae... 49.1 Pt 49.5 
vehicles, aircraft, and railway | } 1 -|—_——_—_— 
locomotives and cars, | 
| 1 to 99 onl 1.9 1.9 | 2.0 | 2.1 
| 100 to 499 | 6.0 | 6.0 5.9 6.0 
500 and over.../ 41.8 41.9 | 41.2 41.4 
rT S|S-_—— —_———S SO 
365—Electric lamps_................. | Total... 21.0 | ).7 1 | 20.0 
| 1to99....... 5] 5) 5] .5 
| 100 to 499..__. 7.0 6.8 | 6.6 6.5 
500 and over --| 13. 5 | 13.4 13.0 13.0 
366—Communication equipment and | Total___.| 366.4} 369.2 377 3 | r 334.6 
related products, ———_-—_ | —_— —_—__ | ——_— 
1 to 99. 37.8 | 37.8 39.3 40.9 
| 100 to 499 79.4 | 80.0 | 82.8 | 85. 4 
| 500 and over 249.2 251.4 | 255. 2 258.3 
369— Miscellaneous electrical products _| Total. - ~ 42 9 | 41.8 42.1 | 42.7 
| 1 to90.._...... 7.3 | 7.1 | 7.3 | 7.4 
100 to 499__. 19.1 18.2 18.3 | 18.5 
600 and over . 16.5 | 16.5 16.5 | 16.8 
i ——————————_VEaIi _— S.-C SSS 
Transportation equipment__.............. Total...| 1,459.8 | 1,469.4{ 1,519.5 | 1,558.7 
| 
| 1 to 90........ 61.2} 59.1 623| 65.4 
| 100 to 499.__...| 133.7} 1386] 1420 145.4 
| 600 and over...| 1,264.9/ 1,271.7 | 1,315.2| 1,347.9 
371— Motor vehicles and motor-vebicle | Total. ..| bys 206. 2 | 701. 8 729.9 748.4 
equipment. ——_$_— 
fl =a 31.3 | 31.8 | 32.6 33.5 
| 100 to 499......| 67.5) 2) G7) 623 
| 500 and over 7.4 601.8 628. 6 | 645.6 
372—Aircraft and parts. . ; Total... 544.0, 68542| S623 | 583.1 
D OT nceceot 13.7 11.3 | 12.0 12.4 
| 100 to 4909_._._. | 32.4 | 36.5 | 37.8 | 39.4 
| $00 and over... 497.9 506. 4 519.5 | 531.3 
373—Ship and boat building and re- Total...| 1164| 121.2| 127.3| 133.3 
] | 
pairing. j 
DOP Eibeccecue 11.4 | 11.3 12.8 14.4 
) 100 to 499... 21.0; 2.3) 27) 26 
500 and over... 84.0 | 88.6 | 91.8 | 95.3 
374—Railroad equipment............_. Total... 2.7| 7%7| 7%2| 77 
. 1 to 99... 1.2 | 1.2 1.3 | 1.4 
, 100 to 499____.. 8.9 8.8 8.9 | 9.1 
: 500 and over 68.6 | 68.7 69. 0 | 69.2 
, 375— Motorcycles, bicycles, and parts... Total. 9.7 | 8.8 | 9.0 02 
4 eee 5 4 4 4 
i 100 to 499...... 22 2.2 23 23 
500 and over... 7.0 6.2 6.3 6.5 
° 378—Transportation equipment, not Total... 4.8 4.7 4.8 5.0 
° elsewhere classified. 
7 300 GR. ...2.c<cse 3.1 3.1 3.2 3.3 
; 100 to 499...... 1.7 1.6 1.6 1.7 
- el tte hat lcaentenaghinesedsngr aon i 




















"Estimated. 


Source: U. 8. De 
ment Statistics (Fe 


oot Lakes, Bureau of Labor Statistics, Division of Manpower and Employ- 
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Exnrpir 28 
REMOVAL AND RELAXATION OF ConTROLS ALREADY Errecrep By NPA 


Marcu 10, 1952. 
Hon. Burnet R. MaysBank, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Senator Mayrank: I understand there is some general interest in the 
hearings being conducted by the Committee on Banking and Currency on the 
extension of the Defense Production Act of 1950, as amended, in the possibility 
of the relaxation or suspension of controls. While most of the questions and 
comments up-to-date may have had to do with the question of price and wage 
controls, the topic of the suspension of production and material controls may also 
be the subject of comment. 

You will recall that Mr. Charles E. Wilson, when he appeared before your 
committee on Tuesday, March 4, made the following statement: 

“You know my position—I have always opposed controls unless they were 
absolutely necessary As far es this situation is concerned, any regulation that 
ean come off without hurting the defense effort will be taken off.” 

It occurred to me that it might be useful for ready reference by you and the 
committee members to have a listing of actions already taken by the National 
Production Authority in removing controls on production and materials where 
it was determined administratively that it could be done without hurting the 
defense effort. Accordingly, I attach a list of instances of removal and relaxation 
of controls effected by NPA. It will be noted that in a number of instances there 
has been an outright revocation of orders imposing controls. In addition to the 
instances listed, I would like to point out that non-nickel-bearing stainless steel 
has been removed from the category of controlled materials under the Controlled 
Materials Plan, so that it can be purchased now without an authorized controlled 
materials order. Furthermore, similar action is now being taken to relax controls 
on secondary steel production. 

I should also mention the converse of this situation. While the National 
Production Authority is able to remove or suspend controls on some materials, 
it is confronted by the necessity at the same time of effecting new controls on 
certain other materials for which the demands of the mobilization program are 
increasing to the point that they can not be met on schedule if their distribution 
is not properly channeled. 

I trust the instances cited in this letter and the attachment will illustrate the 
administrative feasibility of the present Act and Mr. Wilson's statement that we 
attempt to follow the practice of removing controls that can come off without 
hurting the defense effort. 

Sincerely yours, 
Henry H. Fow.er, Administrator 


(ATTACHMENT) 


1. Deerskins—Order M-29, revoked October 1, 1951. Decline in military 
demands for combat gloves resulted in revocation of order which reserved deer- 
skins for military uses. 

2. Sole Leather—Order M-—34, revoked July 31, 1951. Rescheduling of mili- 
tary procurement and increase in domestic and foreign hides assured adequate 
supplies. 

3. Cattlehides, Calfskins, and Kips—Order M-—35, revoked effective February 
29, 1952. Military and civilian demand had fallen sharply and supplies in- 
creased. Allocations were increased to 100% or more of base since September 
while purchases sharply declined. 

4. Horsehides, Cabrettas, Sheepskins, Shearlings, and Kangaroo Skins—M-—62, 
revoked effective February 29, 1952. Decline in military and civilian demand 
plus soft supply situation and inventory holdings indicated necessity for revoca- 
tion. 

5. Glass Containers—Order M—51, Simplification and Use, revoked December 
29, 1951. Sound demand estimates for 1952 indicated that a sufficient level of 
production could be achieved despite increased use stemming from limitations 
imposed in active container areas, 

Poly Tetra-Fluor Ethylene—M-—45, Sch. 2, revoked February 20, 1952. 
The sole producers’ limited supply capacity was increased slightly during the 
summer of 1951 and military demands dropped because of design changes incor- 
—— other materials. Future Munitions Board schedules remain at low 
evels, 
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7. Plastic Type Nylon—M-—45, Sch. 4, revoked January 15, 1952. Installa- 
tion of additional facilities during the summer of 1951 and the overcoming of 
raw material shortage in October 1951 resulted in a supply sufficient to meet all 
demands. 

8. Methyl Chloride—M-—45, Sch. 8, revoked January 15, 1952. Increased 
efficiency of operations and installation of new production facilities during the 
fall of 1951 overcame the estimated shortage (at the time of issuance of order) of 
500,000 pounds per month. Supply and demand balance achieved. 

9. Rubber—M-2, effective January 1, 1952. Eliminated control over total 
quantities of new rubber which can be consumed. This action was due to tre- 
mendously increased production of synthetic rubber and to improvement of in- 
ventories of finished rubber goods. Manufacturing specifications in the order 
continue to maintain a given ratio between natural and synthetic consumption. 
GR-I, butyl synthetic continues under allocation. 

10. Sulphuric Acid—Schedule 3 to NPA Order M-—45, effective Dec. 29, 1951. 
Schedule 3 to NPA Order M-45 was revoked on December 29, 1951 Under this 
Schedule sulphurie acid had been subject to full allocation in eleven western 
states. On the same date NPA Order M-94 was issued, retaining a minimum 
control over sulphuric acid. This order simply requires that each producer 
of sulphuric acid who is also a user of this material must maintain the same ratio 
between his monthly production and use of acid which he maintained during the 
calendar year 1950. Thus sulphuric acid has been substantially decontrolled. 

11. Storage Batteries—M-—93, revoked effective February 26, 1952. Increase 
in lead supplies due to break in werld prices and settlement of strike, together 
with suspension of import duty has resulted in a great easing of the supply. 

12. Cadmium—M-—19, effective July 30, 1951. Order was relaxed on July 30, 
1951 by adding about 9 new classes of permitted items, relaxing specifications on 
a few more, and permitting 60 percent base period use in production of pigments 
instead of 40 percent 

13. Lead—M-38, effective March 3, 1952. Limitations on use of lead removed. 
Inventory control retained. Order M~—76 covering distribution of pig lead will be 
continued but allocations are being increased and system liberalized. 

14. Construction—CMP Regulation No. 6 revised, effective March 6, 1952. 
Relaxes limitations on construction by (1) increasing the amount of steel that 
may be obtained by self-authorization for smaller commercial, school and other 
non-industrial construction; (2) inereasing the amount of steel that may be ob- 
tained by self-authorization for road and highway construction: and (3) permitting 
use of foreign and used steel in addition to quantity which builder may obtain 
by allotment or self-authorization, provided that he will not thereby require 
greater amounts of copper or aluminum controlled materials than those for which 
he has received an allotment 


Exurpir 29 


INTERNATIONAL MATERIALS CONFERENCE 


STATEMENT OF CHARLES E. Wiuson, Director or DEFENSE MOBILIZATION, 
BEFORE THE COMMITTEE ON BANKING AND CURRENCY OF THE UNITED STaTES 
SENATE, Fripay, Marcu 21, 1952 


Mr. Chairman and members of the committee, I welcome very sincerely this 
upportunity to discuss with vou the International Materials Conference. There 
has recently been considerable evidence of misunderstanding with respect to the 
purpose and authority of the Conference. The facts of the situation are readily 
available‘and I shall try to lay them before you. , 

As you know, the start of the Korean war on June 25, 1950, came at a time 
when our industry was operating at a generally high level of productivity with 
consequent heavy demand for raw materials. In addition, the United States 
had been trying to stockpile many strategic materials for use if war came, par- 
ticularly those imports which would be subject to wartime interference. Hos- 
tilities in Korea soon caused accelerated placement of military procurement 
contracts. In the fall of 1950 business firms and individual consumers, mindful 
of their experiences during World War II, hastened to increase their inventories 
of raw materials and manufactured items which would become scarce if hostilities 
were extended. 

As similar pressures mounted in other countries, a world-wide scramble for 
strategic and critical materials occurred. Unprecedented price increases devel- 
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oped as demand overwhelmed supply. Unfortunately, production of most 
strategic and critical materials cannot be quickly increased. In tin, rubber and 
wool, the prices rose spectacularly; in other materials, such as copper, lead, 
zine, nickel and cobalt, the prices rose substantially. 

Throughout the fall of 1950, the Government took a number of first steps to 
meet specific and general problems of raw materials shortages. To insure effec- 
tive distribution among importing countries, the United States, in September, 
imposed export controls on cotton because of a shortage due chiefly to a poor crop 
in the United States. The Congress of the United States passed and the Presi- 
dent approved the Defense Production Act of 1950, which gave the Government 
authority to stabilize prices and wages, allocate materials, reduce or eliminate 
nonessential consumption, and expand production of scarce materials and of 
essential goods and services. At about the same time, the United States took 
the initiative in bringing together major wool-producing countries to determine 
whether a serious shortage was imminent, and if so, whether international allo- 
cation should be instituted. 

The North Atlantic Treaty Organization (NATO) also began to examine the 
raw materials problem, since the military production programs of all nations 
depend upon the availability of those materials. In November and December, 
initial plans were drawn by interested governments for an intergovernmental 
conference to study the need for international action on rubber. These and 
other scattered efforts confirmed and emphasized the need for a more clear cut 
international instrument to deal promptly with commodity shortages of all types 
in accordance with uniform principles. ‘ 

The geography of raw materials is a matter of chance, with no country or area 
self-sufficient in the materials it needs and with each controlling some resources 
to which others must have access. The United States and her Western European 
military allies do not by any means control all of the materials that are necessary 
to defense production. The United States is certainly a most fortunate country 
in this respect. Yet we are dependent to a great extent on other nations for over 
40 very important strategic materials. For example, we import all our natural 
rubber, from remote areas such as Malaya, Indonesia, Cambodia, Ceylon, Thai- 
land, and Liberia; our tin from Malaya, Indonesia, and Bolivia; our industrial 
diamonds from the Belgian Congo and South Africa. At the same time, the 
United States is the major source not only of manufactured goods, but of some 
of the raw materials, such as cotton, sulfur, and molybdenum, which other areas 
must import. An organization wide enough to embrace free countries in all areas 
of the world was required. 

The way in which international action on raw materials could best be organized 
was widely discussed within and among governments. Guided by the results of 
this study and recognizing that circumstances required action without additional 
delay, President Truman and Prime Minister Attlee at their meeting in Washing- 
ton in December 1950 considered an emergency organization specifically designed 
to handle the raw materials problems of the current period and similar in purpose 
and operation to the Combined Raw Materials Board of World War II. The ides 
was then discussed with the Government of France. 

On January 12, 1951, the three Governments issued a joint statement of their 
conclusion that early action was called for and that invitations would be sent to 
other interested friendly governments for the establishment of standing inter- 
national commodity groups, representing the governments of the principal 
producing and consuming countries of the free world which have a substantial 
interest in the commodities concerned. These commodity groups would consider 
and recommend to governments the specific action which should be taken, in the 
case of each commodity, in order to expand production, increase availabilities 
conserve supplies, and assure the most effective distribution and utilization of 
supplies among consuming countries. 

his was the start of the International Materials Conference. 

The International Materials Conference is the title applied to seven commodity 
committees, a central group, and a staff. The raw material selected for coverage 
by the commodity committees were those which required immediate attention 
because of the widespread need for them and the great apparent shortage. The 
seven committees are as follows: Copper-lead-zinc; cotton-cotton linters; man- 

ese-nickel-cobalt; pulp-paper; sulfur; tungsten-molybdenum; and wool. The 
first committee met in February 1951. Invitations to join the committees were 
issued to those countries in the free world which have a substantial producing or 
consuming interest in the commodities concerned. After the committees met, 
they adopted their own rules of membership and procedure, providing for a process 
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whereby new members may be added. A total of 28 countries in the free world 
are now members of one or more commodity committees. 

The first task of the committees was to review the facts of supply and demand. 
In some commodities this was difficult because statistics on production and 
consumption were not readily available. By the cooperation of many countries, 
however, statistics were developed. 

The second task of the committees was to determine what, if any, action should 
be recommended to governments to alleviate the difficulties revealed by a review 
of the facts. In many cases the committees have recommended that governments 
take action to encourage increased production and to develop measures of conser- 
vation. 

In a number of cases the facts revealed such a disparity between available 
supplies and the requirements of the free world for defense and essential civilian 
purposes that the committees recommended distribution according to defense 
and essential civilian requirements. Sulfur, tungsten, and molybdenum were 
thus recommended for allocation for the third quarter of 1951, and copper, zinc, 
nickel, and cobalt beginning in the fourth quarter of 1951. These allocations are 
renegotiated periodically, usually quarter by quarter. 

The IMC committees have no authority to decide how much of a commodity 
a country must make available or how much or for what purposes it shall consume. 
The result of each negotiation within a committee is a recommendation to gov- 
ernments, which has no effect unless the governments decide to accept it and to 
put it into effect. 

Other commodities studied by the committees were not recommended for 
allocation. Supply and demand in lead and manganese were judged to be about 
in balance; cotton and cotton linters, while in short supply last year, are now 
expected to be much easier; the Wool Committee did not agree on the scope of 
the wool shortage, nor on steps to alleviate it. The Pulp and Paper Committee 
has recommended small emergency allocations of newsprint to help the press of 
many countries of the free world continue in operation, but no over-all allocation 
of newsprint has ever been recommended. 

In the course of their work, the committees have obtained the cooperation of 
a great many countries which are not directly represented, but which also have 
an interest in the production or consumption of the commodity concerned. 
In instances in which allocations are recommended by committees, countries 
which are not members are given an opportunity to state their requirements, and 
to appear before the committees if they wish. The results of the committees’ 
deliberations on allocations are communicated to all interested governments 
and, after acceptance by member countries, are made public. 

In addition to the commodity committees there is a Central Group, the function 
of which is to decide whether any new committees should be established, to super- 
vise the work of the Secretariat, and to effect coordination of the commodity 
committees. The original Central Group consisted of representatives of the 
United States, the United Kingdom, and France, but the Group has now been 
expanded so that it includes representatives of Australia, Brazil, Canada, India, 
and Italy as well. It also includes a representative of the Organization of Ameri- 
can States, and one from the Organization for European Economic Cooperation. 

The Secretariat of the International Materials Conference is contributed by 
interested governments. The Executive Secretary is an American, and the 
United Kingdom and France have each contributed one Assistant Executive 
Secretary. e Secretariat has the task of servicing the commodity committees 
and the Central Group, and is not engaged in the development of policy. The 
commodity committees and the Central Group elect their own chairmen and 
vice chairmen, and a broad representation of the various countries in the free world 

revails. The first Chairman of the Central Group was an American, Mr. Edwin 
. Gibson, Deputy Administrator of the Defense duction Administration. 

The present United States representative on the Central Group, Mr. Gabriel J. 
Ticoulat, serving as Deputy Administrator of the Defense Production Administra- 
tion, is here today and will furnish the committee with details concerning allocation 
programs recom'nended by the Conference. 

I should like to comment on only two aspects of those programs. First, the 
share of world supply recommended for the United States has in every case 
corresponded closely with the share the United States secured for itself in the days 
of free competition for supplies in the years of 1948, 1949, and 1950. Second, Iam 
convinced that the general acceptance by the governments involved of IMC 
allocation recommendations has contributed substantially to avoiding runaway 
price increases in the short materials. The producing and consuming governments 
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alike have, I believe, made real efforts to comply with the accepted arrangements 
as is evidenced by our success in achieving the general levels of supply agreed upon. 
This cooperation has avoided the competitive scramble for materials which could 
have resulted in increasing beyond reason the cost of our mobilization program. 

In connection with the problem of imports of raw materials, I would also like to 
stress the stabilization aspects of our actions. During 1951, we experienced 
declines from the 1950 peaks of imports of nonferrous metals while domestic 
demand continued to rise at a greater rate than the expansion of our domestic 
production. In part, we could not expect to maintain the abnormally high 
levels of imports of 1950 as world stocks were depleted under the surge of demand. 
Another part of the reason for this decline in imports was a diversion of supply 
from the United States to foreign markets because of the difference between 
domestic and world prices for these commodities. Some copper was sold at well 
above our 2445 cent domestic ceiling with some sales being reported as high as or 
even higher than 50 cents on the European Continent. Likewise, lead and zine 
were bid up well above our respective domestic 17 and 174, cent price ceilings with 
sales being made to foreign purchasers at 24 and 28 cents a pound or even higher. 
Our imports fell off as sales to other countries became more attractive 

In the case of copper, we took action in May 1951 when the price of Chilean 
copper was raised 3 cents a pound. Thereafter, copper refined in the United States 
from imported ores was also raised 3 cents a pound. The shortages of copper in 
the late summer and fall of 1951 were due to strikes in both Chile and in the 
United States which cut into production and, of course, these decreases were not 
in any way due to the level of copper prices. In September 1951, when we took 
action to raise lead and zine prices and to set import ceilings on lead and zine, it 
was felt that no further action, pricewise, was required at that time for copper. 
The lead and zine situation required us to establish a plan of action which called 
for increasing the ceilings on lead and zine by 2 cents a pound to 19 and 19% cents. 
We imposed import ceilings at these levels, thereby stating to the world that 
this was as high a price as we would pay for these metals. International allocations 
had already been accepted for zine and copper, and it was expected that this 
would substantially arrest inflation of prices for them. We encouraged further 
expansion of domestic supply. It was recognized that a calculated risk was being 
taxen, and that for a time we could expect our imports to decline further. 

Our imports of lead and zine were still unsatisfactory in October and November 
1951 while the pipelines of the rest of the world started to become clogged. In 
December the price of lead started to fall after we held firmly to the 19-cent 
import price. The calculated risk paid off for lead. Today we are receiving a 
sufficient supply and the world price has receded to the level of our domestic price. 
NvA discontinued the allocation of lead in January. World zine and copper prices 
have also receded and zine prices are now very close to our domestic ceiling. 

Some say we could have obtained more copper, lead, and zine for the United 
States by not paying attention to price factors. But we have put much thought 
and effort into this program. Our receipts of copper in the fourth quarter of last 
year were actually somewhat less than the IMC allocation, and it appears that we 
will again be unable to reach our allotment in the first quarter of this year. Al- 
though we might have been able to outbid the world in a cutthroat competitive 
scramble, there would have been no common defense if we wrecked the economies 
of our allies. And, of course, there was no assurance that ound for copper 
would increase our imports. It might merely increase speculative hoarding as 
producers waited to see just how high we would bid. Copper will remain a 

roblem until our actions to increase domestic and foreign output beeomeeffective. 
Ve all realize, however, that the supply of copper, lead, and zinc has eased and 
that we have recently been able to make more available to our civilian economy. 

It seems clear that any effort to solve problems of shortage or surplus in raw 
materials must be developed on a basis of genuine effeetive cooperation among & 
fairly large number of sovereign states and peoples. If sueh cooperation had not 
been developed, countries might have bargained the raw materials they have 
against the raw materials and manufactured goods they need; but to do this on & 
narrow bilateral basis would have lead only to holding back supplies, reducing 
levels of production and increasing international animosity. Instead of trading 
one specific commodity or resource against another, countries must trade all com- 
modities in general cooperation for the defense of the free world. : 

Our own cooperation with the other nations of the free world has, I think I can 
say, been whole-hearted and effective. We have tried not to lose sight of the fact 
that our strength and the strength of the rest of the world are interdependent, 
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We are prepared to stand as the leader of the opposition to Communist tyranny 
but we do not want to stand alone. 

I want the committee to know that from the standpoint of, the United States 
Government the International Materials Conference is a ay and important 
part of the administration of the Defense Production Act. It has no function 
beyond the purposes of the Defense Production Act and it is well designed to 
contribute to the accomplishment of those purposes. 

Legal and effective use of the priorities and allocation authority rests upon 
information and judgment as to the needs of the national defense, including the 
essential civilian economy, and the relative importance of those needs. Uninformed 
and unreasoned allocations of materials would be arbitrary and unlawful. The 
procedure for securing information and making judgments with respect to the 
domestic aspects of the defense program is fairly well known. The procedures 
affecting the international part of the program are essentially similar. 

On the domestic side, the Defense Production Administrator has designated 
20 officers and agencies of the Government to present the requirements for 
materials of various segments of the economy. Thus, the Secretary of Agriculture 
makes known the needs of the farmer, the Secretary of Defense presents require- 
ments of the military program, the Secretary of Commerce claims materials for 
coastwise and overseas shipping, and so on. Representatives of these ‘‘claimant 
agencies’’ meet and confer with a view to resolving the conflicts which must 
occur whenever total requirements exceed total supply. 

Out of these conferences come recommendations for materials allocation that 
reflect reasoned compromise and adjustment. By facing the hard fact of limited 
supply and discussing freely the effects which cut-backs will have on the various 
programs an intelligent over-all program may be arrived at. Thus, if it appears 
that the production of certain items must be curtailed, it may well follow that 
the provision of transportation services can also be reduced. If the product is not 
available for shipment, shipping facilities are to that extent unnecessary. On the 
other hand, if it becomes necessary to limit the expansion of one transportation 
system, that limitation may make necessary the provision of additional materials 
for maintenance of another system on which an increased burden will fall. By 
such means—a joint attack on the problem of supply and requirements—20 
programs, and more, may be shaped to conform to inadequate supply without 
unnecessary damage to any of them. 

In arriving at informed decisions on materials allotment it is not possible to 
isolate the domestic scene. tequirements for foreign production intimately 
affect military and civilian programs both in terms of supply of raw materials 
from abroad and the export of raw materials and products to other nations of the 
free world. 

The importance of Canadian nickel, Chilean copper, and African cobalt is 
immediately obvious. The requirements of the economy of those and the other 
countries outside the area of communistic domination are equally important 
As long as world supply of materials necessary to our own and other nations’ 
production programs continues. to be inadequate, there is need for the same joint 
consideration of how those programs may be adjusted to the realities of supply as 
is given our domestic programs through the device of the claimant agencies. 

In the commodity committees of the International Materials Conference the 
claims of the various major producers and consumers are stated and discussed, 
compared and adjusted, on the basis of informed opinion. In such meetings it is 
possible to evaluate comparative essentiality and the interrelation of necessary 
program curtailments in quite the same way that the requirements committees of 
the Defense Production Administration coordinate domestic programs. The 
recommendations of the commodity committees go to all the governments involved 
and make possible decisions by those governments based on adequate information 
and the exercise of reasoned judgment. Some such procedure is clearly necessary 
to avoid arbitrary decisions. 

Since the product of the work of the commodity committees is a recommenda- 
tion to the various governments which can be given effect only by action of those 
governments, criticism of the Conference must take the form of a contention 
either that we should not seek the advice on materials allocation of a group in 
which foreign governments are represented, or that we should not be guided by 
such advice. While world supplies of important materials are inadequate to 
meet all demands, it is obvious that we must welcome all the information we can 
get about that demand wherever it originates. Our decisions will affect world 
supply whether we like it or not, and the more knowledgeable our decisions the 
better they will be. If it is not in seeking advice that we commit error, it must 
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be that we are wrong in following it. This is, of course, entirely possible, and I 
am most anxious to receive and consider any evidence on the point. No facts 
have been brought to my attention tending to show that a different allocation than 
any adopted by the United States on the basis of IMC recommendation would 
more effectively serve the purpose of strengthening the free world against the 
threat of Communist aggression. 

For emphasis, I want to repeat that we are not and cannot be bound to accept 
the recommendations of the YMC. When those recommendations are accepted 
for the United States that acceptance flows not from any preexisting commitment 
to the Conference as an international organization but from the honest conviction 
that the results hammered out in across-the-table negotiation do in fact best serve 
our national interest. We must make our decisions whether or not the Conference 
makes a recommendation, and I want to assure you that most careful consid- 
eration will be given any iota of evidence that an IMC report gives us bad advice. 

The International Materials Conference has done much to put an end to the 
chaotic scramble for raw materials which started in 1950. Prices have tended to 
become more stable, and distribution of scarce materials has been put on the 
basis of requirements for defense and essential civilian purposes. This has meant 
a decrease in tension between the countries of the free world and a demonstration 
to potential aggressors that the free world can cooperate effectively in a very 
difficult and complex field. 

The free world faced and still faces a situation of danger because of the threat 
of aggression. In order to meet this threat, the free world must be strong. In 
raw materials this means that each country of the free world has a responsibility 
to manage its own resources and deal with other countries in such a way that 
the free world obtains the most efficient use of supplies which are available. The 
needs of defense must be met. No one country can accomplish this by itself, 
and al] must work in cooperation. 

The function and purpose of IMC is to meet this emergency need. When the 
emergency and the need end, IMC willend. But I am convinced that now, while 
the need exists, [MC is making a valuable contribution to the defense of all of us. 





Exarsir 30 
INTERNATIONAL MATERIALS CONFERENCE 
INFORMATION FOR THE MEMBERS OF THE House Smatu Business Commitrer 
(Prepared by the Committee Staff) 
FUNCTION 


A. The International Materials Conference is the collective title applied to 
seven autonomous commodity committees, a Central Group, and a Secretariat 
organized in 1951 at the initiative of the United States, United Kingdom, and 
France. It was set up because of the critical problems of raw material shortages 
which threatened to jeopardize defense production and the struggle against infla- 
tion. 

1. IMC assumed democratic negotiation between major consuming and 
producing nations. 

2. In general, it has accomplished the following: 

a. Reviewed the supply-demand position of important commodities. 

b. Recommended increased production and improved conservation. 

ce. Formulated measures for equitable distribution of the supplies 
available. 

B. The Central Group of IMC was set up to decide whether any new commit- 
tees should be established, to supervise the work of the Secretariat and to effect 
such coordination of the commodities committees as might be required. Repre- 
sentatives of the Central Group include the following: United States, United 
Kingdom, France, Australia, Brazil, Canada, India, Italy, Organization of Amer- 
ican States, and the Organization for European Economic Cooperation. 


COMMITTEE OPERATION 


A. Commodity committees have from 11 to 16 members represénting between 
80 and 90 percent of free world production and consumption of the commodity 
concerned. A country may join a committee if it is sponsored by two members 
and if it receives a favorable vote. 
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B. The task of the IMC committee is to accumulate and review the facts of 
supply and demand. Questionnaires are circulated on requirements, production 
consumption and stocks to all countries which are significant producers and 
consumers. If there is a substantial disparity between available supplies and 
requirements for defense and essential civilian purposes, the committees recom- 
mend a plan of equitable distribution. 

C. Seven committees have been established to give attention to the immediate 
problems of the following raw materials: Copper, zinc and lead; cotton; manga- 
nese, nickel and cobalt; pulp and paper; sulphur, tungsten and molybdenum 
and wool. 

1. The committees of IMC recommend allocation for the following mate- 
rials—sulphur, tungsten, molybdenum, copper, zine, nickel, and cobalt— 
all by the fourth quarter of 1951. Allocations are renegotiated periodically, 
usually every quarter. 

2. IMC committees have no authority to decide how much of a commodity 
a country must make available or how much it shall consume. Recom- 
mendations are made to governments and formal action must be taken by 
these governments to accept the proposal and to put it into effect. 

D. As of January 25, 1952, twenty-eight countries of the free world were 
members of one or more commodity committees. 

1. Cooperation has been secured of many countries not directly represented 
but which have an interest in the production or consumption of a particular 
commodity. When considering allocation, these countries which are not 
represented are given an opportunity to state their requirements and appear 
before committees if they wish. 

E. Controversies in the committees are not normally resolved by voting. In 
every case the purpose is to reach general agreement and, if possible, to have 
unanimous acceptance of a committee recommendation. The chief United States 
delegate to the IMC is an official of the DPA. He is responsible for determina- 
tion of the position of the United States with respect to any question before the 
IMC committee. In developing this position, he receives the advice of all 
interested agencies, including the Department of State. United States delegates 
to the individual commodity committee come from a number of agencies and are 
selected on the basis of their qualifications for conducting negotiations and for 
knowledge and background in the specific commodity. They receive their 
instructiogs from DPA and are accountable to DPA for the results of their nego- 
tiations. Formal action by the Government of the United States in accepting 
a recommendation of the IMC committee is taken by DPA with the advice of 
the interested agencies. 

“In each case in which a proposal for distribution has been accepted by 
the United States, the supply authorities have been satisfied that the share 
received by the United States has been fair.”—Willard Thorp, Assistant 
Secretary for Economic Affairs, Department of State. 


F. The committees are not specifically concerned with the problems of price 
but indirectly through restoring order to world markets they may be expected 
to make a considerable contribution to the stabilization of prices.—Willis C. 
Armstrong, Acting Special Assistant, Office of International Materials Policy, 
Department of State. 

G. The United States in regard to raw materials is, to a considerable extent, 
a “have not” nation. Of the roughly 70 so-called critical and strategic materials, 
we are nearly self-sufficient in only seven. We produce only a part of our normal 
needs in twenty-four. We do not produce any of thirty-five. Our raw materials 
today are imported from countries located in South America, Eurepe, Asia, and 
Africa, thus lending an international aspect to our defense effort—Winthrop G, 
Brown, Director, Office of International Materials Policy. 

H. The IMC has used a hitherto untried technique in its allocations—a tech- 
nique based strictly on good faith. It gives each country ‘“‘an entitlement to 
consume” and make no effort to allocate by the source of raw materials. Allo- 
cations programs have been developed with the acquiescence of participating 
nations (producers as well as consumers) on seven commodities which are in short 
supply internationally. These commodities are nickel, tungsten, molybdenum, 
cobalt, suphur, zinc, and copper. The following are the percentages of total 
allocated material received by the United States for the first quarter, 1952. 
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Source: American Metal Market, 


Out of a total allocation of 33,583.3 metric tons of nickel allocated for the first 
quarter of 1952, we received 68% percent or 22,951.3 tons. The remaining 10,632 
tons are allocated among 35 other countries. United Kingdom, 5,170 tons: 
France, 1,530 tons; and Western Germany, 1,240 tons. None of the remaining 
33 countries obtained as much as 1,000 tons with 31 receiving small amounts up 
to 200 tons. There is a limit to our share of the world’s materials if other eoun- 
tries are to have material essential to the build-up of their defensive strength.— 
American Metal Market. 

I. Allocation has been necessary because of acute shortages which jeopardize 
essential civilian and defense production. For example, copper, zine and Jead are 
essential to almost every segment of our industrial economy, but the United 
States, despite large domestic production, must still import one-third of its re- 
quirements. Manganese, nickel, cobalt, tungsten and molybdenum are still 
alloying materials required in tool] steel, armor plate, etc. The United States, 
which accounts for one-half to three-quarters of the world’s consumption of these 
materials, has to import all or a large part of its supplies of each, except molyb- 
denum. Many countries suffer a shortage of sulphur today and the Umted States 
is virtually the world’s only source. In normal times, this product is shipped to 
nearly every country in the world that has any degree of industrial development. 
These are a few examples which point out the reliance of the productive effort of 
one country upon the raw material developed by another country.—Willis C. 
Armstrong, Acting Special Assistant, Office of International Materials Policy, 
Department of State. 

J. As illustrations of how agreement among member countries is not always 
forthcoming in committees, the following examples may be mentioned: 

1. An effort was made but failed to develop a long-term plan for tungsten, 
with guaranteed purchases by the consuming nations in a fixed price range 
over a five-year period. 

2. The Conference never could agree over the allocation of wood primarily 
because of objections raised by Australia. 

K. In addition to various allocations made by committees in metals, IMC has 
made several allocations of newsprint. The supply of newsprint seemed critical 
and emergency allotments were made amounting to about oe of 1 percent of world 
production. This figure may be compared to the consumption of newsprint by 
the United States which is 64 percent of —— in the free world. Total 
allocations amount to 33,650 metric tons going to 18 different countries. The 
newsprint program developed by the Pulp-Paper Committee of IMC for 1952 
will center upon encouraging trade through normal commercial transaction with 
onlv limited emergency assistance. Canada has reserved the right to consider 
price policy which would result in newsprint prices closer to levels prevailing in 
the recipient countries. This will tend to eliminate claims for assistance which 
might be based solely on consideration of price rather than supply. 


STATUTORY AUTHORITY 


There is no specific statutory authority for participation of the United States 
in this Conference. It is one of the activities carried out in furtherance of the 
foreign policy of the United States, the responsibility for which is the President's. 
The President has designated the representatives of the United States in the 
Conference. The position of the United States in any specific commodity com- 
mittee or in the Central Group is determined by the usual process of agreement 
among responsible executive agencies.—Jack K. Me Fall, Assistant Secretary of 
State for Congressional Relations, Department of State. 


Notes from speech of February 14 by Manly Fleischmann, Defense Production Ad- 
ministrator, concerning international materials policy 
Two misleading ideas in circulation today—the limitless resources of the 
American economy and that productive capacity can be maintained by going it 
alone that our present productive effort is a se if-run affair. — * Ameri- 
can self-sufficiency in raw materialsisamyth. * * 
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“‘Contrary to popular belief, nations which export materials to us are not content 
to accept payment in dollars if they cannot spend them for the materials and 
products they need. They will send us what we need from them only if they are 
assured that we will send them what they need from us.” 

Due to an international shortage of critical materials, the problem of inflation 
is & major one. A balanced military and civilian program couid not be achieved 
if price competition in free markets is allowed to direct the distribution of these 
materials. Just as in our own Controlled Materials Plan ‘‘* * * critical mate- 
rials in short supply cannot be pre-empted by the highest bidders or move in 
accordance with informal consumption patterns. They are channeled to users in 
terms of relative essentiality of need consistent with established mobilization 
objectives © * °°.” 

The United States has not been short-changed while participating in IMC 
“Our allocations have regularly been much larger than our pre-Korea share of 
the international supply. Current difficulties with copper are not due to inadequate 
IMC allocation but to our inability to find a seller who will deliver copper at our 
present ceiling price.”’ 

“Qur Nation cannot build its defenses without the aid of other nations which 
produce materials we lack.”’ 





Exursir 31 
AUTHORITY FOR OPERATING THE INTERNATIONAL MATERIALS CONFERENCE 


EXECUTIVE OFFICE OF THE PRESIDENT, 
Orrice OF DEFENSE MOBILIZATION, 
Orrice or THE DrReEcToR, 
Washington 25, dD. Bees Fe bruary 27, 1941. 
Hon. Wituran H. Harrison, 
Administrator, Defense Production Administration, 
Washington 25, D. C. 

Dear Mr. Harrison: The duties and responsibilities of the United States 
representative on the Central Group—lInternational Materials Conference were 
discussed at a meeting which I called on February 23, 1951. The meeting was 
attended by representatives of the Department of State, ECA, DPA, Bureau of 
the Budget, and this office. 

As a result of that discussion, revisions were made in the original draft, and the 
final statement of duties and responsibilities has been prepared. 

The work of the United States representative should be carried on within the 
framework of this statement, which is attached. 

For your information, the summary minutes of the meeting at which this 
problem was discussed are also attached. 

Sincerely yours, 
Lucius D. Cuay, 
Special Assistant to the Director. 
Attachments 
(Nore.—Summary minutes not attached to this copy.) 


FSRC InrorMaATION 1, 
February 26, 1951. 


Executive Orrick or THE PRESIDENT, OFrrice oF DEFENSE MOBILIZATION, 
SECRETARIAT 


FORBIGN SUPPLIES AND REQUIREMENTS COMMITTEER 


Subject: Duties and Responsibilities of United States Representative on Central 
Group— International Materials Conference. 
Contents: 1. Role of United States representative on Central Group IMC. 
2. Establishment of Executive Committee of Foreign Supplies ana 
Requirements Committee. 
3. Provision for establishment of United States commodity advisory 
committees. 
Comments: This statement was sent to Mr. William H. Harrison, Administrator 
of DPA and to Mr. William C. Foster, Chairman of the Foreign Supplies and 
Requirements Committee It lays down the framework for the functioning 
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of the United States representative on the Central Group, International Ma- 
terials Conference. 
Reference: ODM letter from General Clay to Mi. Harrison, February 27, 1951. 
ODM letter from General Clay to Mr. Foster, February 27, 1951. 


DutTigzs AND RESPONSIBILITIES OF THE UNITED STATES REPRESENTATIVE ON THB 
CENTRAL Group, INTERNATIONAL MINERALS CONFERENCE 


On behalf of the Defense Production Administrator, the United States repre- 

omanuee on the Central Group of the I\ 

Participates in all meetings of the Ce »ntral Group of the IMC for the 
of ysis what additional Materials Committees should be esta tablis ed. 
He will present the United States position after consultation with an Executive 
Committee of the United States Committee on the Foreign Supplies and Require- 
ments established for this purpose. 

2. Selects the United States Secretary and other United States employees for 
the Central Secretariat of the Central Group of the IMC, in consultation with the 
Secretary of State. 

3. Selects United States representatives on International Materials Committees, 
in consultation with Secretary of State. 

4. Provides either through himself or through the United States representative 
on each International Materials Committee, an Advisory Committee to this 
United States representative composed of officials of United States 8 agencies with 
particular interest in the commodity in question. 

5. Directs and controls United States representatives on International Materials 
Committees. After consultation with the Executive Committee referred to in 
No. 1 above, approves all positions to be taken by United States representatives 
before these committees. In reviewing and approving the United States posi- 
tions, particular attention will be paid to appropriate coordination of those posi- 
tions before the several International Materials Committees. In case any United 
States agency objects to the position approved for the United States representative 
on an International Materials Committee, it can appeal the decision to the full 
United States Committee on Foreign Supplies and Requirements for reconsideration 
in the usual manner. 

6. Sends recommendations of the International Materials Committee requiring 
further action by governments to the Director of the Office of Deferse Mobilization 
to be placed in execution as far as United States responsibility is concerned. 
Generally, those recommendations that fall within the authority of the DPA will 
be handled directly by that agency. 

7. Assists the Secretary of State in carrying on negotiations with other govern- 
ments when such action is required for effective implementation of programs 
recommended by International Materials Committees. 

8. Relates activities of International Materials Committees to defense produc- 
tion programs of Defense Production Administration. 

9. Prepares reports and circulates information to all interested Government 
agencies on the activities of the Central Group and Commodity Committees of 
the IMC. 
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Marcu 20, 1952. 


Untrrep Srates PriIncipats FoR Commopiry Megerincs Iraawa tional MatTE- 
RIALS CONFERENCE 


United States Member, Central Group, IMC, G. J. Ticoulat, DPA, Room 4H9 
New GAO Bidg., 141-4471 
Alternate: Frederick Winant, DPA, Room 4H10 New GAO Bidg., 141-5333 
United States Representatives, [MC Committees 
1. Copper-Zinc-Lead: David T. Marvel, NPA, Room 2C1 New GAO Bldg. 
141-3351 
Alternate: Edmund E, Getzin, State, Room 400F, State Annex 7, 191-4412 
2. Cotton-Cotton Linters: John H. Dean, Agriculture, Room 212—W, Admin- 
istration Bldg., 161-3877 
Alternate: F. Marion Rhodes, Agriculture, Room 4725 South Bldg., 
161-4797 
3. Manganese-Nickel-Cobalt: S. S. Sheppard, DPA, Room 4H10 New GAO 
Bldg., 141-5335 
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Alternate: Ernest F. Mechlin, NPA, Room 2L8 New GAO Bidg., 141-3757 
4. Pulp-Paper: Donald C. Warner, State, Room 412 State Annex 7, 191-3622 
Alternate: Mathias Niewenhous, DPA, Room 4G5 New GAO Bidg., 
141-3855 
5. Tungsten-Molybdenum: Robert W. Bridgman, State (Acting), Room 414, 
State Annex 7, 191-2808 
Alternate: David Duff, Jr., NPA (Acting), Room 2L8 New GAO Bidg., 
141-3756 
6. Sulfur: Theodore L. Sweet, MSA, Room 909, 800 Conn. Ave., 140-3100 
Alternate: Derek Brooks, DPA, Room 4H11 New GAO Bidg., 141-3131 
7. Wool: Elmer F. Kruse, Agriculture, Room 212-W, Administration Bldg., 
161-5277 
Alternate: Richard Roberts, Agriculture, Room 4725 South Building, 
161-5693 
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Department of Commerce 
NATIONAL PRODUCTION AUTHORITY 
Major CHANGES IN THE NPA ORGANIZATION 


March 1951—March 1952) 


CHart I 
March 16, 1951 


Indicates the National Production Authority’s organization immediately after 
abolishment of the Program Bureau at time the Defense Production Administra- 
tion was activated. Policy Coordination Bureau was established to encompass 
coordinating and program functions which were not transferred to Defense 
Production Administration. 

Of significance is the fact that the Industry Divisions are consolidated in one 
organization—Industry Operations Bureau—as they had been from the beginning 
of NPA in September 1950. 
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Cuart Il 
NATIONAL PRODUCTION AUTHORITY 


ADMINISTRATOR 


MAWLY FLEISCHMAN) 








DEPUTY ADMINISTRATOR 
THOMAS $. RICHOLS 
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Cuart Il 
April 19, 1951 


This chart reflects a major reorganization of the National Production Authority, 
which involved subdividing the former Industry Operations Bureau into four 
Industry Bureaus. This also involved subdividing former industry divisions; 
e. g., the former Transportation Division was abolished and the Motor Vehicle 
and Railroad Equipment divisions were established. In total the 13 divisions 
of the Industry Operations Bureau were reorganized into 30 divisions in four 
bureaus. 

The purpose of this reorganization was to provide a structure capable of pro- 
cessing the approximately 45,000 CMP applications which were anticipated in 
May. 

The Industry Advisory Committees, formerly in the Industry Operations 
Bureau, were transferred to the Administrator's level. Also, the Industrial 
Economics Staff of the Industry Operations Bureau was transferred to the Policy 
Coordination Bureau, and became the Industrial Economics Division. 

The Office of the Assistant Administrator for Production Controls is identified 
for the first time. This Office was responsible for developing the systems, policy, 
procedures, instructions, etc., for Controlled Materials Plan, as well as for other 
control systems. 

The Office of the Assistant Administrator for Administration was formalized 
to provide for central administrative management functions. It also included 
the Operating Procedures Division which produced the detailed, step-by-step 
procedural material which guided the individual tasks of employees processing 
CMP applications, as well as other official documents in the operating divisions. 

In other respects the organization was substantially the same as shown on the 
preeeding chart. (Chart 1) 
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Cuart III 
October 9, 1951 


This chart shows the organization of the National Production Authority sub- 
stantially as it existed on September 1, 1951. Three new industry divisions were 
established, all on July 10, 1951: 

(a) The Water Resources Division, 

(b) The Metalworking Machinery Division, 

(c) The Mining Machinery Division. 

Subsequent to September 1, 1951, the following changes were made: 

(a) The Technical Coordination Division and the Product Assignment Division 
were transferred from the Assistant Administrator for Production Controls to the 
Policy Coordination Bureau (October 1, 1951). This transfer reflected the fact 
that the Controlled Materials Plan had progressed from the planning stage to the 
operating stage. This, together with the change indicated below, integrated the 
implementation and coordination of the operating CMP program with the over-all 
coordinating function. 

(b) The Operating Procedures Division was transferred from the Assistant 
Administrator for Administration to the Policy Coordination Bureau, simultane- 
ously with the above, and for the same reason. 

(c) This chart reflects that the former Salvage and Reclamation Division was 
renamed the Salvage Division. The former Industrial Economics Division was 
renamed the Production Evaluation Division. 

(d) The Chief Hearing Commissioner was established on July 21, 1951, to deal 
with cases of noncompliance with orders and regulations of the Authority. 

In other respects the chart is substantially the same as the preceding chart 
(Chart II). 
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Cuartr LV 
March 17, 1952 


This chart reflects the organization of the National Production Authority as 
it exists currently. Changes from the previous chart, three major and one minor, 
are detailed in (a), (b), (c) and (d) below: 

a) In the Policy Coordination Bureau, the Control Operations Division was 
established on December 23, 1951. It combines the former Technical Coordina- 
tion, Product Assignment, and Operating Procedures divisions and certain imple- 
mentation funetions of the Production Evaluation Division. These four divi- 
sions were abolished. The purpose of this reorganization was to combine under 
one direction the technical functions of prescribing procedures for, coordinating 
and assisting operating control programs, particularly the Controlled Materials 
Plan. 

(b) The Office of Production Analysis was established on December 23, 195}. 
It combined a Statistical Analysis Staff and certain functions of the Production 
Evaluation Division, both of which previously existed in the Policy Coordination 
Bureau. Its purpose is to provide a central point of direction and control for 
the Authority's economic and statistical analysis activities. 

c) In the Facilities and Construction Bureau, the Loan Division and the Tax 
Amortization Division were abolished. Their functions and some of their staff 
were transferred to the Office of Resources Expansion in the Defense Production 
Administration. The purposes of this action were to simplify and focalize 
responsibility for processing applications for tax amortization and loan benefits. 

(d) On November 11, 1951 the Salvage Division was transferred from the 
Textile, Leather and Specialty Equipment Bureau to the Metals and Minerals 
Bureau. Essentially, this transfer recognized that the functions of the Salvage 
Division are more closely related to the metals area than to the range of end 
products for which the Textile Bureau is responsible. 
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Derense PropuctTION ADMINISTRATION—Masor CHANGES IN THE DPA 
ORGANIZATION (AuGUsT 1951—JANUARY 1952) 


Cuart V 


August 22, 1951 


’ 


This chart illustrates the organization of the Defense Production Administra- 
tion during the first quarter of operation of the Controlled Materials Plan. 

The Office of Program and Requirements, which determines the basic distribu- 
tion of the controlled materials among claimants, is the point of primary interest 
insofar as the Plan itself is concerned 
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SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 895 


Cuart VI 
November 28, 1951 


This chart reflects a substantial reorganization of the Defense Production Ad- 
ministration in contrast to the preceding chart. Of primary significance is the 
fact that the Office of Staff Services was abolished and four new Offices were 
established. 

The Office of Aluminum was established to provide for centralized direction to 
programs to increase the production of aluminum, alumina, bauxite, and cryolite, 
including smelting and fabricating expansion programs, to meet expansion 

als. 

The Office of International Activities and Defense Materials was created, 
among other things, 

(a) to provide for United States representation in the International Ma- 
terials Conference Central Group and direct United States representatives 
on International Materials Conference Committees; and 

(b) to review programs for the purchase of metals, minerals, and other 
raw materials, and programs to encourage the exploration, development, 
and mining of strategic and critical minerals and metals (other than those 
assigned to the Office of Aluminum). 

The Office of Reports and Analysis encompassed certain economic, statistical, 
and program evaluation functions which formerly existed in the Office of Staff 
Services. 

The Office of Labor and the Office of Aircraft Production were established to 
give appropriate status to these already existing functions. They were formerly 
identified as staff components of the Administrator’s immediate office. 

A Scrap Committee was created to coordinate interagency activities dealing 
with the reclamation and distribution of scrap materials. 

The Director of Policy Development was established to provide for over-all 
planning and policy assistance to the Administrator. 
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SMALL BUSINESS UNDER CONTROLLED MATERIALS PLAN 897 


CuHarr VII 
January 22, 1952 


This chart reflects the Defense Production Admintstration’s organization sub- 
stantially as it exists at present. 

The only significant change from the preceding chart is the renaming of the 
Office of Reports and Analysis as the Office of Progress Evaluation. This re- 
flects a redistribution of functions between this Office and the Office of Produc- 
tion Analysis in the National Production Authority. In this redistribution, 
greater emphasis is given to the function of analyzing, evaluating, and reporting 
upon the effectiveness of programs in meeting established goals. 
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